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SOCIETY FOR POLITICAL EDUCATION 

*T*HE Society foF Political Education has been organized by citizens who 
■*• believe that the success of Our methods of government depends on the 
active political influence of educated intelligence, and that parties are means, 
not ends. ..It is non-partisan in its organization, and is not to be used for 
any other purpose than the awakening of an intelligent interest in govern- 
ment methods and purposes, tending to restrain the abuse of parties, and to 
promote party morality on both sides. 

Its organizers number both Democrats and Republicans, and are generally 
agreed upon the following political convictions : 

The nation, parties, and public men, must keep good faith. 

The right of each citizen to .his free voice and vote must be upheld. 

Office-holders must not control the suffrage. 

The office should seek the man, and not the man the office. 

Public service, in business » positions, should depend solely on fitness and 
good behavior. ■ ■ r \ ' 

The crimes of bribery and corruption must be relentlessly punished. 

Local issues should be independent of party. ' 

Coins made unlimited legal render must be of full value as metal in the 
markets of the world. 

'Sound currency must have a metal basis, and all paper money must be 
convertible on demand. 

Labor has a right to the highest wages it can earn, unhindered by public 4 
or private tyranny. 

Trade has the right to the freest scope, unfettered by taxes, except for 
government expenses. / 

- Corporations must be restricted from abuse of privilege. 

Neither the public money nor the people's land must be used to subsidize 
private enterprise. 

•A public opinion, wholesome and active, unhampered by machine control 
is the true safeguard of popular institutions. 

Members of the Society are not necessarily required to agree with all the 
above. 

The Society will carry out its objects by issuing annually, for its members, 
4ists of books and tracts on current political and economic questions ; en- 
larging the Library for Political Education; organizing Auxiliary Societies 
for debate, study, and correspondence ; forming Reading Circles ; urging 
the instruction of the young, in the -public and private schools,. academies 
and colleges of the United States, in the first principles of economic and 
political science, and aiding teachers with advice and information. . 
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BANKS AND BANKING. 

A LECTURE DELIVERED BEFORE THE FINANCE CLUB OF HARVARD 
UNIVERSITY, MARCH, l88o. 



PUBLIC attention is very much devoted to the question 
of transportation. The importance of railroads and steam- 

' ships is apparent to all, and every method that can be de- 
vised to promote the extension of their lines of traffic 
receives attention. From the dawn of history, commerce 
has been the measure of human progress. Upon the 
ancient caravan-routes of the Far East, over the Roman 
roads of a later period, across unknown seas, and by devi- 
ous ways, commerce has from age to age extended its be- 
neficent function. Even when nations have attempted to 
isolate themselves, by enacting excessive duties upon im- 

'ports, the " fair trader/' as the smuggler used to be called, 
has rendered the attempt of no avail. Men will exchange 
product for product, because there is no other way by 
which even a moderate degree of material welfare can be 
attained. 

But in this, as in almost all branches of investigation, he 
who limits his thought or study to the purely physical side 
of the question will be misled. 

In this apparently most material of all questions, how to 
subsist thfe human body, the work that is abstract or im- 
material is of such essential consequence that railways, 
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2 BANKS AND BANKING. 

steamships, and canals would be shorn of more than one- 
half their beneficent power if not rightly coordinated and 
worked in perfect harmony with instruments of distribution 
of a purely abstract, or perhaps we might say metaphysical, 
order. In this category come the operations of the bank 
and the banker. 

But before we begin the discussion of the function of 
banks and bankers, of bills of exchange, bank-notes, and all 
other instruments by means of which the title to commod- 
ities is passed from one man to another, while the things 
themselves are being carried over the railway, it becomes 
necessary to give precision to our language, and to define 
the meaning of the words that we must use. 

I am satisfied that a vast deal of bad legislation would be 
avoided if the graduates of high schools and colleges had 
more complete command of the English language, and more 
fully comprehended the exact meanings of common English 
words. 

Before I can begin to consider the subject of banking, it 
first becomes necessary to define the word money. I shall 
assume that any young man who has had sufficient intelli- 
gence to pass the entrance examinations of Harvard Uni- 
versity will know enough of .the functions of money, and the 
qualities which it must possess in order that it may be en- 
titled to the name, to warrant me in excluding stamped 
pieces of irredeemable paper, of late proposed to be issued 
by the government under the name of " fiat money," from 
the category of true or real money. 

It is sometimes necessary, even for intelligent men, to 
consider the propositions in regard to what is called " fiat 
money," in order to prevent the uninstructed from being 
cheated by knaves, or misled by those whose intelligence 
on other subjects makes one hesitate to call them fools, but 
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who must be classed among persons endowed with a kind 
of limited or perverted intelligence, for which the dictionary 
has not yet provided- a suitable name. It is unfortunate 
that there should be even a few men among us whose in- 
fluence has been established in the conflict with the slave 
power through which we have lately passed, who do not 
perceive the baleful character of the measures which they 
advocate. We could well spare them if they would mi- 
grate to the country which Boccaccio describes as the 
" Land of Mendacity/' where they " use only paper money." 

For the purpose of this lecture, without entering upon 
the history of money, I will limit the meaning of the word 
to the pieces of coined gold and silver used by most nations, 
under various names. Therefore, for the present, when I 
use the word " money," I shall mean gold or silver coins, — 
dollars, sovereigns, livres, francs, and the like. True money 
has been made of other substances in past ages, but at the 
present time nothing else is entitled to the name. ' 

I am' well aware that this limitation would not be admit- 
ted by many economists. It would be alleged that a law of 
the land makes the United States notes now* in use " lawful 
money," as well as " legal tender," and that we must there- 
fore accept the definition ; but may not this very fact be 
cited as an example of the danger of corrupting the lan- 
guage ? 

If a word is perverted from its true .meaning, it ceases to 
be an instrument of precise thought. 

We have become so accustomed to the perversion of 
the term " money " from its strict application to the coined 
substance rightly so called, and its application to the prom- 
ises of banks known as bank-notes, or to the promises of the 
nation known as legal-tender notes, as to make it difficult 
even to begin to speak to you on the subject of banking. 
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4 BANKS AND BANKING. 

Another great and very mischievous perversion of the 
word *' money " is to use it as synonymous with prop- 
erty. 

We define a man's property by saying that he is 
worth a given sum of money, meaning only that his 
property would be measured by, or could be sold for, 
a Certain sum. 

It is from such perversions of the word that many men 
have been led to believe that welfare depends upon an 
abundance of money, and that " the times," as we say, are 
" easy " or " hard," just in proportion to the abundance or 
scarcity of "money. 

What is intended by the phrases "money scarce" and 
" money plenty," is more apt to be " capital scarce " and 
" capital plenty ; " but there are also hard times when both 
money and capital are very plenty, and the real cause of 
adversity is that "confidence is scarce." We have lately 
passed through such a period. 

One most potent cause of want of confidence is when 
the instrument used to serve as money is not true money; 
irredeemable notes forced into use by an act of legal tender 
are of this order. The more abundant such base or forged 
money, as may call it, becomes the less it serves its 
purpose. Depression, adversity, and loss, we have suf- 
fered in full measure during late years. Men have 
talked, with the wisdom of owls, of over-production, 
and have imputed the difficulty under which great masses 
suffered in recent years in procuring food, fuel, clothing, and 
shelter, to the alleged fact that we were over-producing corn 
and meat, that our mines delivered too much coal, that our 
looms wove too many yards of cloth, and that too many 
houses existed. Could anything be more absurd ? Surely 
nothing except the proposed remedy, namely, to issue yet 



Digitized byVjOOQlC 



BANKS AND BANKING. 5 

more of the very kind of base money that had been, all 
through this period, the most malignant cause of poverty, 
depression, and loss. 

Since the passage of the legal-tender acts in 1862 and 
1863, the so-called money of the United States in common 
use has been bad money. It is still bad, though in lesser 
degree ; and it will continue to be bad and to work subtle 
mischief, until coin only shall be lawful money and legal 
tender for debts incurred. 

In order to prove these dogmatic propositions, and to 
make the use of money and the function of banks and 
banking perfectly clear, we must analyze the sirtiplest trans- 
actions, then proceed from the simple to the complex ; and 
last we shall see, if we succeed in the analysis, that the met- 
aphysical instruments of exchange, which are known as 
bank-notes, bank-deposils, bank-credits, and bank-exchanges 
or clearances, are as essential to the quick and cheap distri- 
bution of corn, beef, pork, and cotton, as the railroad, the 
steamship, the butcher's wagon, or the baker's cart. It 
may, I trust, become very plain to you that, unless these in- 
struments of exchange are convertible into the coin which 
they represent, their service is impaired or lost. 

If we analyze the simplest exchange, we find that all 
transactions are of the nature of barter. To go back to 
school-boy language, all trade, from the transaction in the 
proverbial jack-knife to Vanderbilt's great sale of twenty- 
five million dollars' worth of railway-stock, is nothing but 
"swapping." Why do we swap? In order to get more 
than we give, i. e., something of more use to us than what 
we give ; here begin the metaphysics. The exchange oc- 
curs because there is a mental conception that the things 
bought will be of more service to the buyer than the thing 
sold ; hence the conception of value. Each person buys 
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and sells. The man who sells corn buys money ; the man 
whp buys cloth sells money. The equation may be formu- 
lated in words as " service for service," in which the concep- 
tion of price arises as the mean of the equation. The dollar 
is the common factor. 

When the mental conception of service is applied to sub- 
stance, then the equation takes the form of " product for 
product." Carry the mental conception a little further and 
we at once perceive that, in order that any exchange shall 
happen, another formula must be conceived, and that is 
" effort for effort." 

We may use these words rather than " labor for labor," be- 
cause the word " labor " has become limited to muscular or 
bodily work upon material substances, while effort includes 
that, and also, in addition, the mental functions or efforts that 
are serviceable to others, and for which something will be 
given in exchange. No one but a fool sells something for 
nothing. The mistake which the labor reformers make is in 
not admitting mental effort as one of the highest forms of 
service. 

The process which must occur in order that any exchange, 
barter, swap, or other dealing between men shall happen, 
must be a purely mental consideration of the effort exerted 
in tlje production of the thing parted with, and the effort 
saved by becoming possessed of the thing obtained. It 
may be unconscious cerebration ; but even in the proverbial 
knife-trade, each boy swaps his knife because he thinks he 
gets a better knife than he gives. In the boy's case 
there is usually a misconception on one side or the 
other ; but in the great commerce or swapping of the 
world, whether among men or between nations, each ^ does 
obtain that which is more serviceable than that which is 
parted with, or else the traffic ceases. 
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In the last analysis all commerce is an exchange of re- 
productive forces. 

All consumption is a conversion of forces. In the end 
it is a chemical reaction ; and, the wider the distribu- 
tion, the more perfect the conversion. All this is element- 
ary, but yet necessary to the further treatment of the 
subject. 

Exchange is necessary to the subsistence of the human 
race, and some kind of money is necessary to facilitate ex- 
change. 

The point most commonly overlooked in commerce is 
that two and. two make five, — sometimes six, and even 
more, — and the units over are divided sometimes in equal 
portions, sometimes unequal, between the parties to the 
transaction. The force of the grain stacked upon the 
wheat-field, and of the cotton on the plantation, are both 
passive. Convert them in the factory, and an active force 
is developed which serves to clothe the bodies of men. 
Two measures of wheat and two measures of cotton make 
five measures of cloth. The cotton on the field is useless 
to the producer ; the wheat may rot upon the prairie. 
Bring them together, add the work of the factory, and by 
their conversion the new force is developed that is meas- 
ured by a higher price in money than the prices of all the 
elements of which this new force consists. You will ob- 
serve that money does not constitute one of these forces, 
or one of the elements of the new force. It is only an in- 
strument used in their conversion. 

Let us now assume that the nation has had the intelli- 
gence to adopt the best kind of money yet discovered, 
namely, coined gold, as its standard of value and only 
legal tender, and coined gold and silver as its instruments 
of exchange or its money. 
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Into the somewhat abstruse question of the bi-metallic 
theory, and the ratio of gold and silver to each other, I 
do not propose to enter. Let us assume that the legal- 
tender acts whereby United States notes have been made 
lawful money and legal tender, have been repealed by Con- 
gress or annulled by the Supreme Court. We then stand 
ready to begin the consideration of the subject of banks 
and their relation to the railroad as the agents of ex- 
change. 

In order to be sure of our ground, we must begin ab 
initio. For this purpose, we will consider the traffic in 
black pepper. Pepper is produced in the island of Su- 
matra. Down to a comparatively recent period, the natives 
of the island had not developed wants in respect to the 
^products of civilized countries to a sufficient extent to bal- 
ance the traffic in pepper without the inclusion of a consid- 
erable amount of money — I mean, of course, real money — 
in the transaction. And here you will observe that in all 
international trade there must be an exact balance. No 
nation can sell unless it buys, or buy unless it sells : and 
what is called the balance of trade is and must be only the 
balance of gold or silver coin that is bought or sold. 
These coins are commodities, products of labor, of pre- 
cisely the same kind as .beef, pork, wheat, corn, and cot- 
ton, and subject to the same laws. In the year 1879 we 
bought odf foreign nations about eighty-four million dollars' 
worth of gold in the form of coins; that is to say, we 
* bought English, French, and American coins made of gold, 
weighfng a certain number of ounces, of which weight the 
stamps on the coins were the certificates. A true state- 
ment of our foreign traffic, taking for the moment no con- 
sideration of credit or payment deferred on either side, 
would be that, 
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We sold so many bales of cotton, 

bushels of wheat, 

gallons of oil, 

pounds of meat. 

We bought so many yards of cloth, 

tons of sugar, 

bales of hemp, 

ounces of gold. 

Assuming all transactions to be on a cash basis, there can 
be no balance of trade. The exchange is an exchange of 
equivalents, but each party assumes, and, on the whole, does 
make, a profit ; that is, each nation parts with that which it 
could not use with as much advantage to itself as that which 
it receives. There is an exchange of forces, but in this ex- 
change two and two make five, and the one over is shared 
by the two parties. Sometimes one nation makes a larger 
profit than the other; but both must gain something, or 
else the trade will stop. 

Let me call your attention to one point. After a nation 
has coin enough for bank-reserves and for use as pocket- 
money, the most unprofitable thing it can import is more 
coin. The only use you can make of the excess of coin is 
to send it out of the country again. You cannot consume 
it. All other goods and wares you can convert into some 
other useful form, but gold can only be made into jewelry, 
and silver into table-ware. 

When there is no balance of trade, so called, that is, when 
our cotton, grain, and oil are equivalent to dry goods, sugar, 
and spice, then the conditions are very sound and healthy. 
If, on the other hand, we sell what is worth a million to us, 
and in exchange appear to get what is entered at the cus- 
tom-house at a million and a quarter, then we may be bor- 
rowing the excess. Or if we export more in value than we 
import, we are either paying our debts or losing by the 
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traffic, and yet this last state of the account is commonly 
called a trade that " shows a favorable balance." The coin 
we imported last year we needed, but this year we need 
iron, salt, sugar, etc., and the import of coin has diminished. 
The so-called favorable balance has diminished ; our de- 
mand for these things is giving our best customers for our 
grain and meat more ability to buy ; they can pay in iron 
when they could not pay in gold ; but I do not hear any 
complaint of adversity because the balance of trade has 
changed. We bought gold when we needed it, and paid 
with cotton, wheat, and oil ; now we want iron, wool, and 
tin, and we are buying them in the same way. " 

Let us return to the pepper. The natives of Sumatra 
could not use all their pepper ; there was an over-production 
of pepper there ; they had very little use for American 
goods, but they could use good money. These people, 
however, wanted a particular kind of money. They had 
learned in some rude way that, whatever faults the Spanish 
nation had committed, their coined dollars, known as " Car- 
olus " or " Pillar" dollars , always contained the same 
amount of silver : therefore these dollars they would take ; 
they would swap pepper only for Pillar dollars. And hence 
it happened that the American merchant could only get 
pepper by sending his ship partly loaded with goods, and 
the rest in ballast, with Pillar dollars for the balance in or- 
der to buy pepper. How the pepper traffic is now carried 
on, I do not know ; this was the way when I was a boy. 
This is still the rule in respect to a large part of our traffic 
with China. For a very long period we settled our balance 
of trade, so called, with China in Mexican dollars. That is, 
we bought silver in Mexico, and sold it in China by the 
measure of the dollar. Here is another curious anomaly: 
Mexico stands as the example of all misgovernment, anar- 
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chy, and confusion, but Mexico never debased her coin. 
Is there not hope for her? We, however, at length ob- 
tained the confidence of a small portion of the Chinese, so 
that they were willing to take our trade dollars, and now we 
sell China a good deal of silver in that form. 

You will observe the most costly method of commerce in 
these two examples : special kinds of coined money to be 
gathered up, packed, and shipped across the seas, subject to 
all dangers of loss by Malay pirates but a little while ago, 
and to all the constant dangers of storm and shipwreck for 
all time ; the ship perhaps making a voyage half around the 
world almost empty in order to bring home the pepper or 
the tea. You can readily see how limited such commerce 
must be. 

Transfer these conditions to our own land ; suppose that 
the Louisiana purchase had never been made, and that 
Iowa, Nebraska, Kansas, and all that vast Mississippi valley 
belonged to a foreign nation, and were separated from New 
England by a line of custom-houses more costly and diffi- 
cult to pass than the Hoosac Mountain or the ridges of the 
Alleghanies ; assume that there was no mutual confidence, 
and that each nation watched the other with jealousy and 
suspicion from behind ramparts guarded by five hundred 
thousand armed men, with a yet greater number in reserve, 
wasting even in the reserve as much time in drill with rifle 
and sabre as they would spend in work at the plough, the 
loom, and the anvil. When you have assumed these con- 
ditions, you have only made a comparison with what are 
called the civilized nations of Europe, omitting Russia and 
Turkey ; who, with only four times our population, now 
stand thus facing each other with two million men in camp 
and barracks, a larger number in reserve, bound in the fet- 
ters of sixteen billion dollars of na;ional debts secured by 
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mortgage upon a territory only one-half as large as ours, 
omitting Alaska. Study the history of these countries, and 
you will find that, in former times, commerce could only be 
carried on between them by the actual movement of the 
coin; and that most of their wars have been incurred, and 
their great debts imposed, because the beneficent function 
of commerce was denied, and because each tried to gain a 
special advantage over the other without rendering a service 
in return. 

But you will say : These obstacles to mutual service do 
not exist on this territory ; what have they to do with bank- 
ing ? I only refer to them to make the contrast greater. 
Even these contests of race and differences of institutions 
and language would not restrict the exchange of corn for 
cotton, of beef for iron, of wheat for fabrics of every kind ; 
would not be as great obstacles to commerce as those that 
are removed by the existence and use of banks, and by the 
service of bills of exchange, bank-notes and checks, and 
bank clearing-houses. 

Suppose you could not get a barrel of flour from the 
West without sending out a five or ten-dollar gold coin .to 
pay for it, and then you begin to see the function and use 
of banks and bankers. 

By the use of a little slip of paper inscribed with a few 
words, signed by a responsible bank-officer, the title to one 
barrel of flour passes from the farmer in Nebraska to the 
mechanic in Massachusetts ; while the title passes from the 
mechanic in Massachusetts to the farmer in Nebraska, to a 
certain number of grains of gold minted into coined money 
in the works of the government at Philadelphia. 

The coin may be all the time kept for safety in the vault 
of the Sub-Treasury in New York, and the barrel of flour 
may be stored in a warehouse in Chicago for months before 
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it is consumed ; but the title is passed from one to the 
other by the assignment of the little -strip of paper, in T 
scribed, " The Merchants' National Bank promises to pay 
to the bearer five dollars on demand," signed by the presi- 
dent and cashier ; or by another strip of paper in similar 
form : — 

Merchants' National Bank. 
Pay to the Iowa farmer five dollars on demand. 

To the Cashier. (Signed) JOHN SMITH. 

This is an epitome of all transactions. The bank is the 
agent for assigning and transferring titles to property : that 
is the exact 'function of the bank or banker, nothing more 
and nothing less. The property assigned may either be its 
own capital in coin, or a title to some property of its de- 
positors. A part of its capital is kept in reserve in the form 
of coin, in order that if any one wants actual money, — true 
money, coined money, — it may always have enough to meet 
that demand. It lends the rest of its own capital, and it 
acts as agent to transfer titles to the capital of others. 

If these functions are carefully considered, it will be ob- 
served that the abundance of notes, checks, bank-deposits, 
bills of exchange, and other instruments of credit by which 
titles to actual property are passed from one to another, 
will be in exact ratio to the quantity of capital, that is, of 
commodities or property, thus being moved or assigned at 
any given time. This property, these commodities, consti- 
tute what is called the quick or active capital of the com- 
munity, consisting of beef, pork, hay, corn, cotton, dry 
goods, tin-ware, boots. Bear in mind, we are not now con- 
sidering savings institutions, also called banks, that deal 
more ia titles to fixed capital, buildings, works, and im- 
proved lands, but we are considering the functions of corn- 
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mercial banks and bankers who serve the purposes of mer- 
chants and manufacturers. 

The interest which is paid, and which constitutes the 
profit of the bank or banker, is paid in a limited degree 
only for the use of money : no actual money has passed ; 
the money is substantially all in the bank-vault, or in the 
vault of the Sub-Treasury ; the interest is paid for the use 
of the property, of which the bank-note or credit has passed 
the title from the lender to the borrower by the measure of 
money. This property is a product of labor ; interest is 
therefore paid for the service of labor already done in the 
past, in order to enable the borrower to perform more work 
in the present. 

When you mortgage a house to a savings bank, what do 
you borrow ? is it not a part of your house ? You are a 
mechanic, and have saved five hundred days' work for which 
you have a thousand dollars in gold coin ; you spend that, 
but you want more house ; you borrow a title to another 
thousand dollars, and buy with it five hundred days' work 
of other mechanics, to finish your house ; and you owe the 
sum that you have spent until you can work it out your- 
self, but you have really borrowed half your house. 

Prosperity consists in the rapid consumption of the goods 
and wares that I have named, meat, flour, pork, iron, cotton, 
and the like. 

When the money in use is good money, such as gold coin, 
that only changes its value in relation to other products of 
labor in long generations, then confidence will be sufficient 
to promote the quick circulation of commodities, and then 
will follow the consequence so often- mistaken for the cause, 
— there will be a great ' abundance of bank-bills, bank-de- 
posits, and bank-credits ; every one will say, " Money is 
very plenty ; " but the real fact may be that the amount of 
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real money held in reserve to meet emergencies, in the 
vaults of the banks, and the Sub-Treasury, may not have 
changed a single dollar ; but, the money being good, pro- 
ductive and constructive enterprise will be active because 
confidence is assured. 

In such periods it is capital that is plenty, — iron, beef, 
cotton, potatoes, pepper, and salt, milk, butter and cheese 
(the annual value of our dairy product is greater than that 
of our cotton), and we work cotton into cloth in order to 
obtain butter, cheese, eggs. De minimis curat econpmicus. 
When capital is abundant and confidence is great, the new 
railroad is projected, the new mill is constructed, the new 
house is planned, and we spend or consume the products of 
the year present, in order to be able to provide for the 
wants of the years to come. We convert the perishable 
forces of the year present, that would otherwise decay, into 
the more permanent forces, — into railroads, mills, and works 
that will assure more abundant production in future years. 

When your money is not true, that is, when it is subject 
to the caprice of Congress, people live from hand to mouth, 
and the work that is necessary to be done by each genera- 
tion to prepare for the increase of the next is stopped, be- 
cause the money that may be received in the future may 
not measure the effort of the present. For several years 
after the panic of 1873 we lived as if never another mile of 
railroad, or another factory, or another house, would be 
wanted ; the portion of the population usually employed in 
providing for future need was reduced to idleness, — may be 
five in a hundred ; wages were depressed, the stock of goods 
piled up, and wiseacres talked of over-production ; then in 
the next breath they would say we must save, and not 
spend. Why ! the very thing needed was that we should 
spend our excess of iron and copper, of corn and pork ; 
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spend them in new work. That is just what we are doing 
now. Money was said to be plenty in State Street, and 
would not bring three per cent, per annum. But what was 
this money? It was the title to these unspent commodities 
that no one had confidence enough in the future to use or 
spend, because the measure of spending, the money, was 
bad. 

On the 1st of January, 1879, men came to believe that the 
standard of value had become fixed, that specie payment 
was resumed, that gold coin had become once more the 
money of the nation. Confidence returned, and now what 
do we see ? We are spending again in useful work ; we are 
converting iron into railroads and machinery; brick and 
timber into mills and works. At the same time our stock 
of real money, held in reserve in gold coin, has increased 
more than one hundred million dollars. 

As soon as we began to use good money, it flowed in 
upon us. We have ceased to hear of over-production, yet 
the products of 1879 were the most abundant ever known. 

It is our mental condition only that has changed. Now 
that good money is even partially assured, we find our force 
is doubled ; industry is resumed, and labor is well employed, 
because confidence is restored. 

In order that we may more readily comprehend how 
these little strips of paper that I have described— these 
checks and bank-notes — really do their work, let me use a 
word very familiar to those who, like myself, have been 
book-keepers, the word " cash." If you ask me now, " Have 
you any money in your pocket ? " and I followed my own 
rule, I should confine my answer to the coin in my vest- 
pocket ; but if you asked me if I had any " cash," I should 
also include the bank-notes in my pocket-book. 

In book-keeper's parlance, " cash " consists of checks, 
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bank-notes, United States notes, and coin. A book-keeper 
never says his money is short,, when he cannot square his 
account ; it is always, " My cash is short/' 

I suppose none of you know what it is to be short of 
cash ; if you do, you are probably not very particular what 
word designates the instrument by which the deficiency is 
covered. 

The cashier used to be the guardian or keeper of the 
" caisse," or chest ; he was the chest-keeper, in which coined 
money was kept by each merchant when banks were few or 
none. Now his chest has disappeared, and he keeps a cash- 
book, in which titles to money are registered ; and, in place 
of coin, he balances his account by means of the notes and 
•checks by which the titles to money or to other property 
measured in money are passed from man to man. 

How do we use this " cash " as a substitute for money ? 

The other day I wanted some smoked venison-hams, such 
as are brought into St. Paul, Minnesota, from Pembina, 
where deer and Indians abound. I knew no one in St. Paul 
who would sell me hams unless he had " cash " in hand. 
What did I send him ? Not a piece of gold ; that would 
have been foolish, although I had three ten-dollar pieces of 
gold in my pocket, that I had drawn from a banker, in re- 
compense for a lecture given to this club last winter and 
afterward published in an English review ; that is to say, I 
had some true money — some capital in gold coin. 

I took that money to a bank, and obtained a cashier's 
check on a bank in New York. I parted with my three 
coins, and obtained a title to, or draft for, other three coins 
of same denomination ; that is, containing the same exact 
weight of gold. I sent that title to the provision-dealer in 
St. Paul, and by the next train of cars came back the 
smoked vension-hams, cured by the Indians of Pembina. 
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Money might have been said to be plenty in St. Paul, to 
the exact amount of the three ten-dollar gold coins ; but 
the coins themselves were in the vault of the bank in 
Boston, to whose cashier I paid them for the draft. The 
Indian had brought in the hams to the shopkeeper in St. 
Paul, and had exchanged them for blankets, gunpowder, 
bullets, and probably some whiskey, for which the shop- 
keeper owed the manufacturers of whom he had bought his 
stock. In this transaction you have an epitome of all com- 
merce : the shopkeeper in St. Paul received the title from 
me to three gold coins, — not the money itself, — and sent 
me hams ; he swaps ham for a title to gold ; he deposits 
that title to gold in his own bank in St. Paul, with other 
" cash " received for goods ; then he draws his own check* 
on that bank, and pays his own debt for blankets and gun- 
powder : and so the title passes from hand to hand, and 
from bank to banl^ until, in the clearing-house of New 
York, one check is balanced against another, and a little 
specie or real money passes from one to another to settle 
the balance. 

My small mental effort procured the gold for me, and the 
Indian's gun procured the ham for him. In the consumption 
of the ham the substance of my brain was restored, after 
the effort which found its expression in the English review, 
so as to enable me to make this effort to explain the science 
of banking to you ; while, in the consumption of the whis- 
key, the Indian obtained a gratification, and, in the use of 
the blanket and gunpowder, he was fitted out for another 
hunting expedition. 

The circulation of the commodities called the bank-check 
into existence. " Cash " was plenty in St. Paul to the ex- 
tent of that check; it served its purpose in liquidating other 
transactions ; but the only " money " transactions in the 
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whole sequence was the movement of three gold coins from 
the vault of Kidder, Peabody & Co., in State Street, to the 
vault of the Eliot National Bank, in Devonshire Street. 

How did the coin get into the vault of Kidder, Peabody 
& Co. ? Perhaps as a part of the $84,000,000 sent here 
from England in 1879, * n exchange for Minnesota flour, 
ground in the mills of the same city of St. Paul ; or per- 
haps it had come as a product of the labor of the 
miner in California, which he had parted with, in order that 
he might purchase the cowhide boots of East Brookfield, or 
the heavy woollen blankets made in some Massachusetts 
factory. 

The elements of banking might be put in a formula, al- 
most in a scale. They consist of : — 

A little gold coin or true money. 

An unmeasured amount of character, prudence, fore- 
thought, and integrity, in the banker. 

An unlimited amount of confidence on the part of the 
community. 

The scale cannot be given in adequate terms. For this 
country, it might now be stated something like this : — 

Three hundred million dollars of gold coin suffices as the 
standard by which to measure three hundred thousand mil- 
lion dollars' worth of purchases and sales every year. 

By the use of notes issued by, or checks upon, banks and 
bankers, more than 100,000,000 tons of food are moved in 
each year from the producer to the consumer, and thus the 
subsistence of 50,000,000 people is assured. 

This is the power of true money ; this is the money- 
power. This is the work that knaves and sentimentalists 
denounce, obstruct, and retard. This is the measure of the 
integrity of men ; the measure of the trust that each man 
reposes in his neighbor ; the standing testimony that total 
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depravity is but the gloomy dogma of the shallow thinker, 
whose insight into the great work of the world is but the 
depth of his own little mind. 

The great crops of this country — grain and hay only — 
weigh 100,000,000 tons; they constitute food for man and 
beast, — two tons to be moved from field and pasture to 
subsist each man, woman, and child ; moved not once, but 
twice and thrice. The grain must be moved from field to 
railway, from railway to mill, from mill to warehouse, from 
warehouse to baker's oven. The hay and roots must be 
moved from field to stable, be turned into butter, cheese, 
and meat, be exchanged for sugar, tea, coffee, and spices ; 
each kind must be distributed, worked over, converted from 
one form into another, and at last consumed. The mind 
cannot conceive the exchanges that take place each and 
every day. 

The money lies safe in the vaults of the great cities, but 
the little slips of paper, by which a title to it is passed from 
hand to hand, serve all the purpose, provided only that the 
money is good, and that bank officers are honest and pru- 
dent men. There is no better measure of the character of 
a nation than the use it makes of banks. 

We can only approximate the work that must be done in 
order that each of you may subsist a single year. Two tons 
of grain and hay to each one, partly used directly and 
partly converted into meat: each of you eats more meat 
than flour ; then come the milk, the sugar, the vegetables, 
the coal to cook the food and warm the house. All this 
conversion of force must take place that you may not 
starve, — not less than three tons weight, six thousand 
pounds, moved at least three times; first, thousands of 
miles, then hundreds, and at last, half a mile as to each 
small parcel. This work must be done every year for every 
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one of you, — too much work done for the value of a fresh- 
man, some of you sophomores may think. 

All this dead weight must be moved and recombined, 
that each of you may subsist ; and if the work stopped a 
single year, or even half a year, the world would be depop- 
ulated. A snow-storm in London reduces hundreds to the 
verge of starvation. And through all these changes the 
little strip of redeemable stamped paper, with a promise to 
pay upon it, and signed by one or two names, — the book- 
keeper's " cash", — has been a sufficient instrument to serve 
all this vast and complicated traffic ; the bank-note, the bill 
of exchange, the barik-deposit certified by a few figures in 
a book, with a little coin to make change and settle bal- 
ances, has measured each change of ownership, and has 
passed the title of all this property from man to man ; 
while the railway, the steamship, the butcher's cart, and the 
grocer's wagon, have moved the property itself. There is 
not coin enough in the world to do this work alone ; but 
without the coin to serve as the standard by which to 
measure and guage all this traffic, it would mainly cease. 
The whole mass of gold in the world, the painful accumu- 
lation of centuries, valued and sought by every race and 
every nation since the dawn of history, would not fill this 
hall. The one product of labor that neither moth nor 
rust can corrupt, that neither air nor water will oxidize, — 
who can tell when its service first began, or how it came to 
be used as money or the standard of value ? 

Can you find a deeper problem in metaphysics than the 
analysis of the conception of value, — the estimation of 
gold, — the twofold process of the mind which seems so 
simple when we buy and sell, but is so subtle ? If you can 
follow the course of the little slip of paper stamped with a 
promise to pay dollars, as it passes from hand to hand, and 
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carries with it the title to the hundred million tons of food, 
until each daily ration reaches the mouth that is to con- 
sume it ; if you perceive that as each ton moves by rail and 
river, the paper slip, the book-keeper's " cash", passes by 
mail and hand ; if you can see that the volume of little 
slips and the sum of the figures on the ledgers of the mer- 
chants and the banks, mark as many dollars of promises and 
credits as there are dollars' worth of merchandise moving 
from producer to consumer, — then you will have mastered 
the first lesson in banking ; and I may tell you perhaps, 
privately, that you will know more about it than ninety- 
nine bank-directors in every hundred. * 

If you will try the experiment, you will find that nearly 
every practical man will tell you that banks borrow and 
lend money, and will be amazed at your audacity if you 
deny it ; but at the same time they will admit that neither 
a bank-note nor a bank-check nor a bank-deposit is money. 

Does hot this speak well for the general integrity of 
men, that more than ninety-five per cent of all the transao 
tions of life — the exchange of the hundred million tons of 
food that I have named ; the conversion of this force into 
the thousand forms that make up the necessities, the com, 
forts, and the luxuries of life ; the whole traffic on which 
the subsistence of nations depends — are worked by means 
of little slips of paper that merely carry directions from 
one book-keeper to another how to make up the merchants' 
and the bankers' accounts, so as to show by the trial baL 
ances who is in possession of the property exchanged, or 
who is consuming it at any given time ? You will observe 
that these transactions are world-wide. The bill of ex- 
change that passes from nation to nation is but another 
slip of paper by means of which a title is passed. Even 
yet more wonderful is the telegraph. It almost passes 
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comprehension when we witness its work. The tea mer- 
chant in London sends one message to China ordering tea, 
and another to San Francisco for silver, and before the 
week is ended both substances are on their way from the 
producer to the consumer. Two clerks make their en- 
tries, two letters of advice are written, and in the London 
banker's office the transaction is settled. 

It is important to impress upon your minds that banks 
and bankers transfer titles to consumable commodities 
from producer to consumer ; and, further, that in the con- 
sumption of the commodity by the consumer is developed 
the force to produce some other thing with which the first 
producer is paid. The title passes by a. written or printed 
slip that is but the certificate of " cash " in the book-keep- 
er's accounts. Nearly all the so-called money that passes 
is a direction from one clerk to another how to make an 
entry on his ledger. I have repeated this formula many 
times, and have tried to make it plain ; it is the essential 
idea that must be comprehended. 

It follows of necessity, if the system of banking is sound 
and bankers are prudent, the sum of the bank-notes, bank- 
deposits, and other forms by which titles are transferred to 
property on its way to consumers, can never exceed the 
nominal value of the commodities : hence money is said to 
be plenty or otherwise, when the quantity of commodities 
is abundant or otherwise. The danger to banks and bank- 
ers comes when prices have been carried to a very high 
point, and begin to decline slowly or quickly : then comes 
the doubt whether the men who have borrowed titles to 
cotton or wool or other merchandise, through the inter- 
vention of the banks, can convert these materials into 
cloth or the like, and obtain by its sale a title to as much 
as they have expended. 
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The doubt begins with cautious men, spreads slowly or 
quickly ; if the activity has been very great, if the sub- 
stance borrowed has been wasted in useless mines, or spent 
in constructing railways that are not yet wanted, then panic 
may ensue ; each depositor fears his title will be passed to 
some one who will not use it wisely ; then a run is made 
upon the bank to convert the deposits into money, and 
withdraw gold from the bank. These crises come usually 
for good reason ; they are the process of cure, not the dis- 
ease itself: the disease has been the wasteful or injudicious 
expenditure of the substance long before borrowed ; it has 
been the imprudent lending of titles to commodities to 
those who in consuming the commodities have not repro- 
duced something that is salable ; who have spent them 
without results. 

Let us now consider the work of a national bank. 

The process of organizing and working a bank is very 
easily comprehended when the fundamental idea is grasped, 
that a bank lends its own capital, and transfers titles to the 
capital or property of its depositors. 

A portion of its capital it must always keep in its vaults 
in coin, as a reserve. How much that reserve should be, 
depends upon the kind of business done by the bank ; and 
the proportion of reserve is an indication of the prudence 
and skill of the manager. 

Let us assume that the capital of a bank has been paid in by its. 

stockholders in gold coin, say $1,000,000 

The bank proposes to become a national bank, and it at once lends 
one-half of its coin to the government at four per cent, interest, 
for which it receives bonds 500,000 

It has left in coin 500,000 

On the deposit of the bonds as collateral security for the notes it 
may issue, the government then authorizes it to issue national- 
bank notes for the sum of 450,000 
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What is a national-bank note? It is a promise of the 
bank to pay to the holder a certain number of coined dollars 
on demand. The notes of the bank, when in its own posses- 
sion, are therefore unused evidence of its own debt, and are 
of no effect until issued. How do they get into circula- 
tion ? 

A manufacturer who has made ten thousand dollars'- worth 
of cloth, and who has not paid for the wool or the labor, de- 
sires these notes to use for the purpose of such payments. 
You will observe that they are promises to pay coin, and 
the bank has in reserve half a million of coin. These notes 
are therefore transferable titles to a part of that coin. 

The manufacturer has sold the ten thousand dollars 
worth of cloth, for which he has not yet paid, to a job- 
ber, for eleven thousand dollars, and has taken his note at 
four months for it. The jobber has the cloth ready to sell 
to the consumers : the consumers are in part wool-growers 
and mill-operatives. The note is a title to the equivalent 
of the cloth in coin ; the sale of the cloth will enable the 
jobber to pay the note. Therefore the note of the jobber 
is a title or evidence of the existence of so much cloth on 
its way from the producer to the consumer. 

The manufacturer takes the note, due in four months, 
to the bank, to be discounted ; the president deducts in- 
terest at whatever the market rate may be, say at six per 
cent, or two per cent, for four months, and gives the cus- 
tomer $10,780, in its own bills or promises to pay on de- 
mand. In that discount of interest is the profit to the 
bank ; the manufacturer pays for the wool and the labor 
$10,000, and has $780 left in bills. He now wants some 
foreign wool, for which he must pay gold. He presents 
$780, bank-bills, and draws that amount from the bank's 
reserve of coin ; the rest of the notes circulate from hand 
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to hand ; some of the farmers and operatives who received 
them from the manufacturer buy goods of the same dealer 
who purchased the cloth ; by the time his note is due lie 
has received these bills, and has deposited them in the 
same bank that owns his note, and, when the note is due, 
draws his check, and thus pays, or offsets his deposit-ac- 
count against his note. 

While the note has been in existence, the cloth has been 
in use ; it has enabled those who wore it to do more work, 
to reproduce other capital to take its place. 

All through the transaction the gold has been in the 
bank, ready to redeem the bank-note ; the cloth has been 
reproducing capital, to assure the payment of the mer- 
chant's note. The bank-note and the merchant's note have 
divided the title to the gold and the cloth, and passed it to 
a hundred different hands ; but the issue and redemption 
have been worked to the convenience and profit of each 
and all. 

Confidence and credit and a few slips of paper have re- 
moved the need of weighing out gold for wool, and wool 
for cloth, and cloth for labor. The title has been passed, 
and all the work has been done, because men can trust each 
other; the slips of paper have carried the title, and en- 
abled the book-keepers of the banks and merchants to keep 
their record of credits granted and obtained ; and; in the 
clearing-house, one slip written off against another squares 
the account. Coined money has been the standard ; con- 
vertible paper money has been the instrument ; an entry in 
a ledger has been the conclusion. 

In order that the conclusion may be just and true, the 
substance to which the title has been passed must have been 
rightly spent ; more force must have been generated than has 
been consumed. The difference will have taken the con* 
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Crete form of a new and useful railway or mill, a better 
house, a college gymnasium, or a Boylston Hall, in which 
students may be making preparation for more effective work 
in the future. Thus the world goes on, never more than 
one year removed from starvation, yet with always enough 
and to spare. Whether that which would suffice shall be 
where it is wanted, or not, is no longer a question of phys- 
ical means : railroads and steamships can assure distribution 
to almost every part of the world. The conditions of pros- 
perity are now peace, order, and good-will among nations, 
good money, honest and prudent bankers. When the in- 
terdependence of nations is admitted, then, and only then, 
will commerce forbid war. 

I have stated to you that our great crops of grain and 
hay weigh more than one hundred million tons. The hay 
is only a partial measure of the meat, the butter, and the 
cheese ; the roots add yet more. One hundred and fifty 
million tons of food is within the measure of what we con- 
sume ourselves, or send abroad to exchange for goods and 
wares of every sort, — three tons to each man, woman, and 
child, to be converted into power. Food is fuel for the hu- 
man engine. " Going into business/' which some of you 
may contemplate, means a share in the* conversion or dis- 
tribution of this force of three hundred thousand million 
food-pounds. 

What was your share to-day ? About sixteen and a-half 
pounds: three consumed directly, the rest indirectly. Wit- 
ness the power of money : that it must be an accurate 
measure of the division of three hundred thousand million 
food-pounds into daily rations of three pounds each. Leg- 
islators in Washington are now tampering with the stand- 
ard of value, and attempting again to alter the measure by 
which all this vast traffic is to be conducted. 
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You may see how little we are governed, — how much we 
may be misgoverned, — when you attempt to conceive of 
the mischief that would be done if all the rules by which 
this work is accomplished needed to be established by 
statute. Do you not see that when any attempt is made to 
extend the function of statutes beyond the enforcement of 
justice and the collection of the necessary revenues, with 
right provision for education, it must almost of necessity 
raise barriers between men and nations that would have no 
existence in the nature of things? Honest men need no 
statutes for the conduct of their business : the statute in- 
tervenes only when some one tries to get an advantage 
over another ; in other words, tries to obtain more service 
than he renders. 

One by one all sumptuary laws have been repealed, or 
have fallen into disuse, because trade makes its own laws. 
If a tariff for taxation is assessed at rates beyond .a certain 
point, the smuggler renders it inoperative. Attempt to col- 
lect two dollars a gallon on whiskey again, and the revenue 
on it would almost cease. 

Issue fiat money, and who would exert himself to become 
possessed of it ? Only the man who believed he could 
cheat his neighbor by inducing him to give something for 
it, or who would force him to take it, under the operation 
of a legal-tender act, in place of the true dollars that he had 
promised. Show me an advocate of " fiat money," and, in 
nine cases out of ten, I will show you a man who either de- 
sires to cheat his creditors, to grow rich by causing other 
men to become poor, or to live without work on the prod- 
uct of some other man's labor. 

I shall now be obliged to lay aside my strict definition of 
" money," and the limitation of that word to coin, and fall 
into the customary way of treating convertible bank-notes 
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and legal-tender notes as money, or, in common speech, as 
"paper money ; " better designations are, in respect to coin, 
" real money," and in respect to convertible paper, " repre- 
sentative money." 

Notes serve the purpose often given as descriptive of 
money ; they are instruments of exchange ; and it would 
be almost a Quixotic attempt to strive now to change their 
common designation. We will call both classes of notes, 
" money," in order that I may more fully explain why one is 
good paper money and the other bad paper money. Both 
are promises of coined dollars on demand, but the redeem- 
able bank-note is the symbol or measure of the cloth, meat, 
corn, cotton, or some other substance, on its way from pro- 
ducer to consumer. It can only get into circulation, as I 
have attempted to explain, as a representative title, or evi- 
dence of substance, in the consumption of which will be 
given the power to redeem the note. 

The legal-tender United States note, on the other hand, 
is the symbol or evidence that the government forced its 
citizens to lend it food and munitions of war fifteen to twenty 
years since, all of which were consumed without reproduc- 
tion ; it is evidence of capital destroyed, and of debt due 
and unpaid. Its convertibility into coin depends on the 
power of taxation. It has not the first attribute of good 
paper money, except so far as coin is held in reserve for its 
payment ; nor has the government any immediate means of 
payment, if any sudden distrust should cause the notes to 
be presented beyond the sum of its reserve in coin. In 
banking, the proportion of reserve can be determined by 
the nature of the business done, the condition of the crops, 
the state of the foreign exchange, and many other indica- 
tions, a knowledge of which constitutes the skill of the 
banker ; but the safe measure of reserve for a government 
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note can never be less than dollar for dollar in coin, and, 
when that standard is established, the issue of the notes 
yields no profit or saving of interest. 

In conclusion, let me indicate one other advantage which 
a national-bank note possesses over the notes of the State 
banks, formerly used. The State-bank notes depended en- 
tirely, on the skill and judgment of the bank managers: 
when a bank failed,* the holders of the bank-notes had a 
lesson in the meaning of words ; they found out to their 
cost that notes might cease to be money, either in fact or in 
semblance. 

State banks often failed to pay their notes as well as 
their deposits. 

The national-bank note, or promise of the bank, cannot 
be issued unless the bank has first lent a part of its capital 
to the government, for which the government pays inter- 
est, and in evidence of which it has issued bonds. These 
bonds are deposited as security for the payment of the 
notes. The bank may fail, it may defraud all its depositors 
of every dollar of the title to capital which they have de- 
, posited with it, but it cannot defraud the holder of a note ; 
if the bank does not redeem the note at its own counter, 
the holder can present rt to the controller of the banks, cause 
the bonds deposited as security to be sold for coin, and draw 
the coin. The bank-note is secured first by all the other capi- 
tal and profits of the bank not lent to the government, by all 
the commodities in title to which it was first issued by the 
bank and obtained circulation in the community, and, sec- 
ond, by the collateral security of United States bonds bear- 
ing interest. 

The United States note depends upon the power of fu- 
ture taxation, and is at the caprice of Congress, into which 
such men as B. F. Butler have more than once found an 
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entrance by the votes of their dupes and their confederates 
in Massachusetts and elsewhere. It does not represent 
property in existence, but substance that has been de- 
stroyed. 

Which of these notes best meets the conditions of 
safety ? 

May it not be affirmed that the national-bank note leaves 
nothing to be desired, if paper money convertible into coin 
is to be used at all ? It is secured beyond a reasonable 
doubt, and as it has the semblance of true money to masses 
of people who cannot appreciate the distinction between 
real money and its promise, it is eminently right that the 
government should protect the holders of the notes, and 
assure their absolute convertibility on demand by requiring 
the deposit of the United States bonds as collateral security 
for the notes. 

We have, indeed, brought United States notes to par in 
gold coin, and for the moment he who presents them for 
payment will receive the coin ; but if the preceding state- 
ment of the function of banks and of bank-notes has any 
foundation in principle, the attempt of a government to as- 
sume the functions of a bank of issue is an economic ab- 
surdity fraught with the gravest dangers. 

The question is not yet determined, but is still at issue, 
whether the. money of the nation shall be good or bad for 
the next few years. 

The lawful money is now good money in gold coin, and 
bad money, or United States notes first issued for the pur- 
pose of collecting a forced loan, and made a legal tender 
for that purpose only. 

During the war these notes depreciated to less than forty 
per cent, of their nominal value ; they are now at par, and 
are nominally redeemed in coin ; but although the lawful- 
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ness of their reissue is contested by the aWest lawyers and 
the members of the Senate and House of Representatives 
most competent to decide the question, they are being re- 
issued even while the validity of the acts under which the 
reissue takes effect is before "the Supreme Court for adjudi- 
cation, it being a question not yet decided. Their reissue 
is not confined to the purposes for which the executive 
might feel obliged to use them under existing laws, but 
they are being forced into use again in the purchase of 
bonds not yet due, for the sinking fund, without reason or 
necessity. 

This course is but a repetition of the disastrous policy 
followed under the administration of the Treasury Depart- 
ment by most of the predecessors of the present secretary 
ever since the office was held by Hugh McCulloch. When 
these notes which have been paid in coin are reissued in 
exchange for bonds, such notes being legal tender until 
otherwise decided by the Supreme Court, and therefore 
competent under existing laws to constitute a portion of 
the bank reserves in place of coin, — they, in fact, constitute 
an element of .the currency not called into use by the opera- 
tion of the laws of trade. 

They are therefore forced into use where they are not re- 
quired, and may at any time work the same effect that they 
did before, to wit : inflate prices, and presently cause the 
export of the gold coin which will be displaced by them. 
Next may follow their depreciation, and possibly another 
suspension of coin redemption by the treasury of the United 
States; or what would be a yet greater misfortune, re- 
demption in depreciated silver coin. 

The first steps in this vicious sequence are now apparent, 
and the malignant effects of the attempt of the Treasury 
Department to do the work of a bank of issue, for which it 
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is radically unfit, are now to be as plainly seen as they have' 
been many times before. 

Speculation waits upon the decision of the Secretary of 
the Treasury as to how much bad money he will inject into 
the currency in each week ; and the eaves-droppers of the 
lobby listen for the corrupt whispers that shall enable them 
or their confederates to plunder the victims of a false 
monetary system 

The prices of the necessaries of life have been subject to 
great fluctuations, as they have before when the currency 
was tampered with. In 1879, they rose faster than the 
wages of those who did the work of producing them, and 
strikes prevailed everywhere ; the unwary were again misled 
by the specious representations of those who live upon the 
credulity of their dupes, and the thousand evils of tamper- 
ing with the money of the country became patent to those 
who look beneath the surface. Mining stocks were sold at 
such prices that if the product of the mines would pay a 
dividend on the nominal sums given, silver would be depre- 
ciated at least one-half from its present ratio to gold ; any 
thing that was called a railroad served the purpose of the 
stock-jobber, and many of the other symptoms became 
visible which constitute the disease of which a commercial 
crisis is the usual process of cure. 

These are the symptoms of a false element in the finances 
of the country ; of bad money again displacing that which 
is good. 

Whether an inflation caused by the use of government 
legal-tender notes nominally redeemable in specie, and not 
cancelled when thus redeemed or paid, but reissued, will 
work as great a disaster as the inflation caused by the forced 
circulation of the same notes when irredeemable, is one of 
the problems not yet determined. 



Digitized byVjOOQlC 



• 34 BANKS AND BANKING, 

The enormous crops of the past few years, and the possi- 
bility of moving them which the railroad and the steamship 
have given us, have enabled the Treasury Department to 
meet the conditions of the resumption act, and to stand ready 
thus far to redeem the notes in gold coin when presented. 
A true statesman would be able even now, to assure the 
stability of coin payments for all time to come ; but, to the 
shame of our intelligence as a people, it is yet a question 
whether another financial disaster may not be needed, be- 
fore the simple principle of finance is learned, to pay your 
debt due on demand first and finally, rather than to reissue 
yoio* own evidences of debt due on demand, and force them 
into circulation as lawful money in the purchase of long 
bonds not matured. 

If we are saved from another disaster which may come 
because of the want of capacity on the part of those who 
assume to govern and control the finances of the country to 
comprehend, or their unwillingness to accept, the simple 
principles that underlie the question, it will be from the 
same causes that have brought us into our present favor- 
able condition in spite of previous mismanagement. 

The enormous productive capacity of the country and the 
energies of the people, aided by the railway system, have 
enabled us to surmount financial incapacity, under previous 
administrations, equalled only by that charged on the 
Tory administration of Great Britain by the great leaders 
of the Liberal party. 

Full credit may be given to the present Secretary of the 
Treasury for executive ability and administrative power. 
The conduct of affairs has been admirable during the period 
when the circumstances of the time — our great harvest, and 
the bad crops in Europe — gave us, for the time, the control 
of the gold o\ the world. 



Digitized byVjOOQlC 



BANKS AND BANKING. 35 

But the point of danger is near or is already reached ; the 
test of statesmanship is now being applied. Circumstances 
may again save us, but the reissue of notes already paid, 
after the disastrous experience of years past, caused by the 
same vicious policy, may fully warrant those who resisted 
that policy then, and foretold its malignant result, in again 
sounding a note of warning. 

The danger of a debt currency must exist so long as the 
promise of coin is forced into use by an act of legal tender. 
Such a currency may for a time be redeemable, but it con- 
stantly tends to become irredeemable. 

We have been saved from inflation and an increased issue 
of irredeemable paper money only by the veto of a Presi- 
dent, the policy of whose financial secretary had led logi- 
cally and directly to the vicious legislation which was 
stopped by his veto. 

Great Britain has its land question, we have the money 
question to be determined ; both appalling in the conse- 
quences that may ensue from a false policy. 

May not the record of history in both cases be the same, 
— that the principles of liberty and the sentiment of per- 
sonal independence are so fully ingrained in the English 
race as to enable both branches to surmount the obstacles 
which their own legislators have placed in the way of their 
progress ? 

Whether the money be good or bad, whether the land be 
free or restricted, whether vested wrongs be sustained for a 
time, or vested rights promoted, — the sentiment of personal 
independence and individual liberty may be depended upon 
as the great safeguards of the English race, and will ulti- 
mately assure righteous laws. 

In the first lecture which I gave you this year, I en- 
deavored to picture to you the beneficent function of the 
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railroad and the steamship, in assuring a good subsistence 
to the people of many lands "and far-distant places. 

In this I have treated the more abstract method by which 
distribution is promoted. 

In the merely material work of the railroad, skill and in- 
telligence only may suffice, but the conduct of the bank 
calls also for character and integrity of the highest order. 
In the history of commerce the great banker may, perhaps, 
stand first among those who have guided the great ex- 
changes of the world, and who have made civilization pos- 
sible, 

EDWARD ATKINSON. 

Brookline, Mass., March, 188a 
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The Society for Political Education. 



PUBLICATIONS. 
Economic Tracts— Series* 1880-81. 

NOW READY, 



(These Tracts are published for the use of members of the Society, who can obtain 
additional copies at the prices specified, but orders for them from the general public 
will also be fitted.) v 



I What is a Bank? What Service Does a Bank Perform? By 

Edward Atkinson. Per copy, 10 cts. Per too, . . $5 00 

II Political Economy and Political Science. A classified and priced 
' list of works recommended for general reading, and as an introduction 

to special study on the following subjects : Political Economy, Fi- 
nance, Taxation, Relations of Labor and Capital, Wages, Cooperation, 
Land-Tenure, Commerce and Trade, Free Trade and Protection, 
Social Science, Socialism, Communism, Political Science, Civil 
Service, Minority Representation, The Constitution of the United 
States, etc., etc. Compiled by W. G. Sumner, David A. Wells, 
W. E. Foster, R. L. Dugdalet and G. H. Putnam. 
Per copy, 25 cts: Per 100 . . . . . . . $12 50 

III Subjects and Questions. A collection of Questions for Discussion, 

together with suggestions for Essays and Addresses. 8vo. Per 
copy, 10 cts. Per 100, . $5 00 

IV The Usury Question, Comprising the famous essay, of Jeremy Ben- 

tham, the letters of John Calvin, Jhe speech of the Hon. Richard A. 
Dana, Jr., before the Massachusetts Legislature which led to the re- 
peal of the usury laws of that State, and a summary of the results of 
the present usury laws of the United States, by David A. Wells. 
Per copy, 25 cts. Per 100, . . .< . ... . $12 50 



The Library of Political Education. First series, 1880-8 1. 
4 vols, in box. Price by mail, paid, ; . . . $3 00 

The series comprises : 

I Politics for Young Americans. By Chas. Nordhoff. (Includ- 

ing the Constitution of the United States, etc.) Harper & Bros. 
[Copyr. 1875.] 206 pp., . . ... . 1 . 75 

II History of American Politics. By Alex. Johnston. Henry 

Holt & Co. -[Copyr. 1879.] 12 x274 pp., • • .,--.. 75 

III Introduction to Political Economy. By^ Prof. A, L. Perry/ 

Chas. Scribner's Sons. [Copyr. 1877.] 34$ pp., • • $1 50 

IV Alphabet in Finance. By Graham McApam. G< P. Putnam's 

Sons. [Copyr., 1876.] 20 x210 pp. , . . . . ? |i 25 
These volumes are sold by the Society only in sets. If wanted separately, 
they must be ordered from booksellers. 

Orders for all the above publications will be filled by Messrs. G. P, Put- 
nam's Sons, 27 & 29 West 23d Street, New York, Jansen, M.cClurg 
& Co., 1 19 'State Street, Chicago, or W. B. Clarke & Carruth, 340 Wash- 
ington Street, Boston, Mass., who are the Publishing Agents of the Society. 
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POLITICAL ECONOMY AND POLITICAL 
SCIENCE. 



A Selected List of Books Recommended foe General Reading, and 
as an Introduction to Special Study, by 

THE SOCIETY FOR POLITICAL EDUCATION.* 

The following list of publications relating to political 
economy and political science, was originally prepared by 
Prof. Sumner, of Yale College; but to meet the special 
wants of this Society it has been enlarged and essen- 
tially modified according to the judgment of other of 
the leading economists and publicists of the country. Its 
usefulness, it is thought, has also been increased by the 
addition, as far as practicable, to the titles, of the prices 
at which the publications mentioned can be purchased 
(from the Society, if desired), and also of the places and 
dates of publication. The list is not intended to be ex- 
haustive, or to meet the wants of advanced readers and 
students ; but rather to aid those who are desirous of in- 
struction and have but comparatively little time to read 
or study, and no money to spend unprofitably. Although 
the members of the Executive Committee of the Society 
have very decided opinions on the various politico-econ- 

* Orders for the books here catalogued, can be filled through the Secretary 
of the Society, R. L. Dugdale, 4 Morton Street, New York, 



Digitized byVjOOQlC 



* POLITICAL ECONOMY. 

omic questions of the day the investigation of which they 
recommend, they at the same time feel that instruction, 
and the awakening of the people to a sense of the impor- 
tance of such questions, and not the propagandism of in- 
dividual or partisan ideas or theories, is what is now spec- 
ially needed. In a country where freedom of thought and 
discussion is in no ways restrained by law, the truth may 
be relied upon to fight its own way, and ultimately to 
prevail, and no one who honestly believes his own creed 
to be right, need fear to investigate the creeds of those 
who differ from him in sentiment. 

Books which are especially recommended as the best 
and most satisfactory authorities on their several subjects, 
are indicated by the mark (a) prefixed to their titles. 

Those which are recommended as the best short treat- 
ises for popular reading, are marked (6). 

The list is arranged under the following headings : 

I.— Political Economy, General Works. 

II. — Political Economy, History of. 
III. — Finance, Money, Banking, Foreign Exchange, etc. 
IV. — Taxation. 

V. — The Relations of Labor and Capital, Wages, Co-operation, etc; 
VI.— Land Tenure and Land Questions. 
VII.— Free Trade and Protection, Polemic Works. 
VIII.— Commerce and Trade. 
IX.— Social Science, Socialism, Communism, Doctrine of Population. 

X. — Political Science, Civil Service, Minority Representation, etc 
XI.— Constitution of the United States (A List of References). 
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POLITICAL ECONOMY, GENERAL WORKS. 

a. Mill (John Stuart). Principles of Political Economy. With some 
of their applications to social philosophy. 2 vols., i2mo, 615-603 pp. N. Y., 
1676, $4.00. 

Any one who has time and energy to study political economy carefully, and who also 
has the necessary preparatory training, should begin with a thorough study of this standard 
work, which contains the doctrines of the science as elaborated and expounded by Adam 
Smith, Malthus, Ricardo, Senior, James Mill, and the author. 

a. Oairnes (J. E.) Some Leading Principles in Political Economy 
Newly Expounded. 8vo, viii-506 pp. N. Y.„ 1874, $2.50. 

This is especially valuable for the subject of wages, in regard to which it establishes the 
standard of sound doctrine, and for some points in international trade. It contributes also 
to a re-analysis of cost and supply and demand. 

Essays on Political Economy, Theoretical and Practical. 8vo, 

London, 1878, $3.50. 

Can be read to advantage as a supplement to the larger work. 

Jevons (W. S.) The Theory of Political Economy. 8vo, lvii-315 pp. 
London, 1879, $3.50. 

Less available for general readers, because it employs the methods and nomenclature 
of pare mathematics, but, partly for this reason, it is one of the recent works which have 
contributed most to the progress of the science. 

Fawcett (H., M. F.) Manual of Political Economy. i2mo, xxxii-626 
pp. London, 1876, $3 00. 

Readers who have not the time or the preliminary training required by the more com- 
prehensive works, will find in this volume a briefer and simpler statement of the doctrine 
taught by Mill (see below under Taxation), 

Perry (A. L). An Introduction to Political Economy. i2mo, 348 pp. 
N.Y., 1877, $1.50, 

b. Elements of Political Economy. 8vo, xiv-607 pp. N. Y., 1873, 

♦2.50. 

b. Stnrtevant (J. M.). Economics; or, the Science of Wealth. 12 mo, 
343PP- N. Y., 1879, $1.75. 

b. Walker (Amasa). The Science of Wealth. A Manual of Political 
Economy. 8vo. Boston, 1866, $3.00. 

The class of readers referred to under Fawcett will, especially if they desire the proper 
references to American circumstances find these volumes by Perry, Sturtevant and Walker 
among the most desirable of the more elementary works. 

a. Price (Bonamy). Chapters on Practical Politioal Economy. 8vo. 
London, 1878, $4.80. 

A recent English work, whose author is Professor of Political Economy in the Univer- 
sity of Oxford. It is written in an exceedingly pleasant style, and has much to recommend 
w to the general reader. 

a. Roscher (Wm.). Principles of Political Economy. 2 vols. 8vo, 464- 
452 pp. N. Y., 1878, $7.00. 

This work deserves mention as representing the so-called historical school of the Ger- 
mans, which differs from that of Mill. The uninformed reader would not, however, be 
likely to find any important difference of doctrine or method between Roscher and Mill. 
This work is a vast storehouse of learning, but its utility is somewhat impaired by the lack 
of an index. 
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a. Smith (Adam). An Inquiry into the Nature and Causes of the 
Wealth of Nations. 2 vols. 8vo, iii-423— 594 pp. Oxford, 1869, $7.00. 

Same, cheap edition. i2mo, xvi-780. N. Y., 1878, $1.25. 

This is the only book to which has ever been awarded the honor of a centenary com- 
memoration. It remains standard, and can always be read with profit and interest. It has 
been called " the inner atom of political economy." The best edition is the first mentioned, 
which is edited by Thorold Rogers. 

Oourcelle-SeneuiL Traite* theorique et practique d'economie politi- 
que. 2 vols. Paris, 1867, $5.25. 

One of the best treatises on the subject in the French language. There is as yet no 
English translation. 

OheValier (Michel). Oours d'economie politique. 3 vols. Paris, 1855. 

Holds a high rank among the French authorities on the subject 

Marshall (Alfred) and Marshall (Mary Paley). The Economics of 
Industry. i6mo. London, 1879, $i*oo. 

Aims to gather the results of the latest investigations and discussions, so as to present 
the science as it now stands. Its method is rather comprehensive than critical. 

The following seven volumes are recommended as covering a wide range, and 
as presenting sound instruction in simple and elementary form. 

b. Rogers (Thorold). Social Economy. i2mo, 166 pp. 
N. Y n 1876, 75 cts. 

Rogers (Thorold). A Manual of Political Economy. i2mo, xxiii-324 
pp. Oxford, 1876, $1.50. 

Fawcett {Mrs. M. G.). Political Economy for Beginners. i6mo, xiv- 
231 pp. London, 1876, $1.00. 

Tales in Political Economy. i6mo, 104 pp. London, 1874, 90 cts. 

b. Mason (A. B.) and Lalor (J. J.). The Primer of Political Economy j 
in sixteen Definitions and forty Propositions. i6mo, 67 pp. Chicago, 1877, 
60 cts. 

b. Bastiat (M. F.). Essays on Political Economy. 12 mo, xi-291 pp. 
N. Y., 1877, $1.25. 

Of this last, the N. V. Nation says : *» The laws of an abstruse science have never been 
made more clear, or expressed more forcibly." 

a. Bastiat (M. F.). Harmonies of Political Economy. Parts I. and II. 
8vo. Edinburgh, 1880, $3.00. 

All of Bastiat's writings have a charm of simplicity, combined with the clearest and most 
forcible reasoning that has not been surpassed by any other author. No one who reads 
Bastiat will ever be disappointed or have any reason to complain of dryness or abstruse- 
ness. 

MacLeod (H. D.). Dictionary of Political Economy. Vol. I., 8vo. 
London. 1863, $12. 

McCulloch (J. R.). Political Economy, together with an Essay on the 
Interest and Value of Money, by John Locke. New edition, 8vo. London, 
1878, $1.60. 

McLeod (H. D.). The Principles of Economical Philosophy. 
2 vols. 8vo. London, 1872-75, $12. 
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Shadwell (J. L.). A System of Politloal Economy. 8vo. London, 
1877, $3.oo. 

A complete treatise on the subject, in which the author takes issue with some of the po- 
sitions of Prof. Cairnes. 

Cherbuliez (Antoine Elise). Precis de la science economique. 

2 vols. 8vo, Paris, 1862. 

Admirable for its exactness of method, profundity of investigation, and order and clear- 
ness of exposition. 

Ran (K. H.). Lehrbuch der Politschen Oekonomie. Fifth edition, 

3 vols. 8vo. Leipsic, 1864. 

A work of breadth, learning and moderation ; standard in many of the German univer- 
sities. 

Kautz (Julius). Die National Oekonomik als Wissensohaft. 
8vo. Vienna, 1858. 

HISTORY OF POLITICAL ECONOMY. 

a. Blanqni (J. A.). History of Political Economy in Europe. By Jerome 
Adolphe Blanqui, member of the Institute and professor of political economy 
Translated by Emily J. Leonard, with an introduction by the Hon. David A. 
Wells. 8vo, xii-585 pp. N. Y., 1880, $3.50. 

This important work, by one of the ablest economists of this century, embraces an ao 
count of the economic ideas and systems that have prevailed in Europe from the times of 
the Greeks and Romans to the present generation, and of the causes which have produced 
the successive modifications in civil, industrial, and commercial ideas, and in government 
policy. 

Bagehot (W.). Economic Studies. 8vo. London, 1880, $4.25. 

Contains some fresh and vigorous essays on the early economic condition of nations. 

Twiss (Travers). View of the Progress of Political Economy in 
Europe since the 16th Century. 8vo. London, 1847, (out of print and 
scarce). • 

An excellent work, but covers only a limited period. 

a. Kautz (Julius). Die Oeschichtliche Entwickelung der National 
Oekonomik und ihrer Iateratur. 2 vols. 8vo. Vienna, i860, $5.50. 

This may be called the best book on the subject. It has never been translated. 

b. Roscher (Wm.). Qeschichte der National Oekonomik in Deutsch- 
land. 2 vols. 8vo. Munich, 1871. 

Cossa calls this " The most remarkable and satisfactory work on the history of political 
economy in one of the most cultivated nations inJSurope." 

FINANCE, MONEY, ETC. 

b. Jevons (W. S.). Money and the Mechanism of Exchange. i2mo, 

xxiii-350 pp. N. Y. f 1879, $1.75. 

Very simple and elementary. It contains descriptions of the Clearing House and the 
check bank. It is the best popular book for laying a basis of sound doct r ines. 
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a. McOullooh (J. R.). Metallic and Paper Money and Bank** 

8vo. London, $2.50. 

By far the best book on the science of the subject 

a. Walker (Francis A.). Money. 8vo, 550 pp. N. Y., 1878, $4.00. 

It has been somewhat criticised because of its non-partisan character, but this is really 
Its highest excellence. There is not any important fact bearing on history or science of 
money, which Prof. Walker seems to have overlooked. 

Price (Bon amy). Principles of Currency and Banking. i2mo, 176 pp. 
N. Y., 1876, $1.50. 

Will be found well worth reading. 

b. Wells (David A.). Robinson Crusoe's Money. Svo. N. Y., 1876. 
Cloth, $1. ; paper, 50 cts. 

An exposition, in the form of a facetious and satirical story, of the principles of money 
and currency. Nast's characteristic and expressive illustrations add to the popular effec- 
tiveness of the book. 

b. MoAdam (Graham). An Alphabet in Finance. A simple statement 
of permanent principles and their application to questions of the day. 
i2mo, xiii-210 pp. N. Y., 1877, $1.25. 

Very simple, popular and effective. 

b. Newcomb (Simon). The A B C of Finance 5 or, money and labor ques- 
tions explained to common people in short and easy lessons. 32mo, 115 pp. 
N. Y., 1879, 40 cts. 

A popular exhibition of elementary economic notions, with especial reference to the 
fallacies most widely accepted by the wage-receiving class. Highly recommended. 

White (A. D.). Paper Money. Inflation in France. How it came, what 
it brought, and how it ended. i2mo, 28 pp. N. Y., 1879, 10 cts. 

A good historical illustration of the operation of certain monetary fallacies. 

McCulloch (Hugh). Bi-Metallism. (Economic Monographs, No. 17), 
8vo. N. Y., 25 cts. 

a. Sumner (Wm. G.). A History of American Currency. With chapter 
on the English Bank Restrictions and Austrian Paper Money. 12 mo, 390 pp. 
N. Y., 1878, $3. 

It deals with facts more than with theories, and the historical information which it con- 
tains has never been brought together before within the compass of a single work. 

Richardson (H. W.). Paper Money. A collection of the principal His- 
torical Facts bearing upon the Current Financial Discussions. Paper, 59 pp. 
8vo. N. Y., 1879, 20 cts - 

Linderman (H. R.). Money and Legal Tender in the United States. 
. i2mo, 173 pp. N. Y., 1879, $1.25. 

" The various legislative provisions with regard to the coinage of money and the regu- 
lation of currency in the United States, are treated in this valuable essay with convenient 
brevity, but with great precision and clearness." 

Mann (C. A.). Paper Money the Root of Evil. 8vo. N. Y., 1872, $2. 

Gives the most detailed description of the operation of paper currency. 
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Spanieling (E. G.). History of the Legal Tender Act. Shows how the 
Act came to be passed, what views controlled Congress at the time, the limita- 
tions then considered essential, etc. 

0. Herzka (H.). Wanning nnd HandeL 8vo. Leipsic, $2. 

The best book in the three languages on the operation of depreciation in the currency, 
whether by inconvertible paper or by the attempt to use two metals one of which falls in 
value. 

Bagehot (W.). International Coinage. A practical plan of assimilating 
English and American money, as a step toward a universal money. 8vo, paper. 
London, 1869, $1. 

Some Articles on the Depreciation of Silver. 8vo. London, 

1877. $2. 

Bolles (Albert S.). The Financial History of the United States. 8vo. 
N. Y., 1880, $2.50. 

Contains some statistics not to be found in convenient shape elsewhere, and a fairly 
trustworthy list of authorities. 

Knies (H.). Das Geld nnd Kredit. 2 vols. 8vo. 1873-79. 

Knies is superior to Roscher in legal knowledge, though inferior to him in historic 
learning. This work has become classical. 

Fawcett (W. L.). Gold and Debt, an American Handbook of Finance. 
With 80 tables and diagrams, together with a digest of the monetary laws of the 
United States. i2mo. Chicago, 1876, $1.75. 

Schnrz (Carl). Honest Money and Labor. (Economic Monographs, 
No. 11). 8vo. N. Y., 1879, 25 cts. 

Hamilton (R.)- Money and Value: An enquiry into the means and end 
of economic production, with an appendix on the depreciation of silver and on 
Indian currency. 8vo. London, $4.80. 

Wells (D. A.). The Dollar of the Fathers versus the Dollar of the 
Sons. N. Y., 1878 (new edition in proportion). 

In the proceedings of the International Monetary Conference held in Paris, 
August, 1878, and in the report of the U. S. Monetary Commission organized 
under a joint resolution of Congress, August, 1876, both public documents pub- 
lished for distribution, will be found a large amount of information pertaining to 
the use of the two metals, gold and silver, as standards of value. 

BANKING AND FOREIGN EXCHANGE. 

b. Atkinson (Edward). What is a 'Bank? What service does a bank 
perform ? (Economic tracts, No. 1, Society for Political Education). N. Y., 
1881, 10 cents. 

a. Gilbart (J. W.). The Principles and Practice of Banking. 8vo, $5.50. 

A standard work. The most exhaustive on the subject 

McLeod (H. D.). The Theory and Practice of Banking. Second edi. 
tion, 2 vols. 8vo. London, 1866, $12. 

The Elements of Banking. 12 mo. London, 1876, $3. 

Works which are full of suggestion, and also very rich in historical material and econ- 
»mic discussion : but they contain matters of doctrine in which the author is at issue with 
the recognized authorities, and that, too, on points of the first importance. 
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Hankey (T.). Principles of Banking. Its utility and economy, with re- 
marks on the Bank of England. Third edition, 8vo. London, 1876, $240. 

Treats of the organization and working of the Bank of England, with discussions o 
some disputed points in the management of the Bank. 

b. Bagehot (W.). Lombard Street. A description of the money market. 
l2mo, viii-359 pp. N. Y., 1874, $1.25. 

Interesting descriptions of the mechanism of the English credit institutions, with able 
discussions ofmany points of theory. 

Price (Bonamy). Currency and Banking. i2mo, 176 pp. N. Y., 1876, 
$1.50. 

Crump (Arthur). A Practical Treatise on Banking, Currency and 
the Exchanges. i2mo. London, 1866, $2.40. 

A compendium of valuable information about banking institutions, banking methods, 
phraseology, devices, etc., etc., also about laws of banking in Great Britain, with much in- 
formation about methods, etc., oh the continent. 

Morse ( ). Treatise on the Law Relating to Banks and Banking. 

Second edition, 1 8 79. 

A very complete and thorough presentation of positive law on this subject in the United 
States, at the present time. 

Richardson (W. A.). Practical Information Concerning the Publio 
Debt of the United States, with the National Banking Laws. 8vo. 1872. 

An excellent summary of information on the subjects covered by its title. 

a. Ooschen (Hon. George J.). The Theory of the Foreign Exchanges. 

l2mo. London, 1876, $3. 

The standard work on its subject. 

Seyd (Ernest). Bullion and the Foreign Exchange, Theoretically and 
Practically Considered. Followed by a defence of Double Valuation, with 
special reference to the proposed System of Universal Coinage. 8vo. London, 
1868, $8. 

Treats the subject from the standpoint of a bullion-broker. Contains essays in favor of 
the so-called " double standard." 

Bentham (Jeremy). A Defence of Usury. 

Remains the best introductory work. A revised edition with additions by other au- 
thors, including John Calvin's celebrated essay, is in preparation by the Society for Politi- 
cal Education, and will be shortly published. 

Murray. History of Usury Laws from the Earliest Period. 8vo. 
N. Y., $2. 

Cleaveland (John). The Banking System of New York. Together 
with an account of the New York Clearing House. Second edition, by G. S. 
Hutchinson. 8vo. N. Y., 1864, $5.50. 

Francis (John). History of the Bank of England from 1694 to 1844, 
continued to 1862 by I. S. Homans. 8vo. N. Y., 1862, $4. 

Lewins (Wm.). History of Savings Banks in Great Britain and Ire* 
land, including a full account of the origin and progress of Mr. Gladstone's fi- 
nancial measures for Post-office banks, Government Annuities, and Government 
Life Insurance. 8vo. London, 1866, $6. 
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Royall (Wm. L.). Andrew Jackson and the Bank of the United States, 

including a history of Paper Money in the United States. (Economic Mono- 
graphs, No. 19). 8vo. N. Y., 1880, 25 cts. 

Scudder (M. L.). National Banking. (Economic Monographs, No. 12). 
8vo. N. Y., 1879, 2 5 cts - 



TAXATION. 

There is no department of political economy which is so little understood, or 
has been so imperfectly discussed from the standpoint of theory or principle, as 
that of taxation ; and there is no one work which any considerable number of 
economists are willing to accept as standard or authoritative. 

McCulloch (J. R.). Taxation and the Funding System. 8vo. Lon- 
don, 1845. 

This is the best work on the subject. It is now out of print, but can be re 
ferred to in the larger libraries. 

Tennant (Charles). The People's Blue Book. Taxation as it is and 
as it ought to be. i6mo. London, 1872, $3. 

Very complete in respect to the tax-laws of Great Britain and their administration ; and 
also discusses in a very readable and generally correct manner the theory and history ol 
taxation. 

Leroy-Beaulieu. Science des Finances. 2 vols. 8vo. Paris, 1877, $8. 

Is the best work in any foreign language on taxation. 

De Parieu. Traite des Impots. 4 vols. 8vo. Paris, $10. 

Deserves high commendation. 

Thiers (L. A"). Sur la Propriety. 8vo. Paris, 80 cts. 

The chapter on taxation in this work is a luminous exposition of the principle of diffu- 
sion of equal taxation. 

Oobden Club Essays. Local Government and Taxation. Edited by J. W. 
Probyn. 8vo. London, 1865, $7.50. 

Baxter (R. D.). The Taxation of the United Kingdom. 8vo. London, 

1869, $2.25. 

A work now out of print and obtainable only in the larger libraries. It gives an analy- 
sis of British taxation and discusses with great ability some of the most important questions 
in connection with this subject. 

The National Income of the United Kingdom. 8vo. London, 1868. 

Local Government and Taxation. 8vo. London, 1874. 

National Debts. 8vo. London, 1871, and 

Noble (J.). The Queen's Taxes. 8vo. London, 1870. 

Arc also to be recommended as sources of information. 

Dowell (S.). A Sketch of the History of Taxes in England, from the 
earliest times to the present day. Vol. I. — To the Civil War of 1642. 8vo. 
London, 1876, $4.20. One volume only published up to present date. 
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The First and Second Reports of the Commissioners appointed to revise 
the Laws for the' Assessment and Collection of Taxes in New York, in 1871 and 
1872. 

Contains some of the best discussions of taxation that have been published in this 
country. 

The former was published in 8vo, New York, 1871, 50 cts. 

The latter is out of print in this country, but editions have been published in England 
and in France, in the latter country by the government 

a. Local Government and Taxation. 8vo. London, 1875. 

A series of essays published by the Cobden Club ; presents the best exposition of the 
systems of taxation' in countries other than England and the United States, as Scotland, 
Ireland, Australia, Holland, Belgium, France, Russia, and Spain. 

Valuable essays on taxation have also been since 1870 contributed to various 
magazines and reviews in the United States, or published separately as pam- 
phlets. Of these the following may be mentioned : 

Wells (David A.). Rational Principles of Taxation. Proceedings of 
the American Social Science Association for 1874. 8vo. New York. 

Theory and Practice of Local Taxation in the United States. In 

"Atlantic Monthly" for January, 1874. Boston. 

The Reform of Local Taxation. In " North American Review/' 

April, 1876. 

Are Titles and Debts Property ? In " Atlantic Monthly," Septem- 
ber, 1877. 

Minot (William J.). Taxation in Massachusetts. 8vo. Boston, 1877. 

Andrews (George H., Commissioner of Taxes). Twelve Letters on the 
Future of New York. 8vo. New York, 1877. 

All of the above papers contain valuable information respecting the inequalities and 
inefficiences of the systems of local taxation now existing in this country, with more par- 
ticular reference to those of Massachusetts and New York. 

They can not all be easily purchased, but can usually be obtained for reference. 

The Taxation of Railroads and Railroad Securities, considered theo- 
retically and also with reference to actual experiences in the United States and 
Europe. 8vo. Boston, 1880. 

Has been most exhaustively treated by a Committee of State Railroad Commissioners, 
of which Charles Francis Adams, Jr., was chairman, in a report originally published in the 
N. Y. Railroad GazHte y and afterwards re-issued in pamphlet form as above. 

Hilliard (Francis). The Law of Taxation. 8vo. Boston, 1875, $6. 
Cooley (Thomas M.). The Law of Taxation. Chicago, 1876, $7.50. and 

a. Burroughs (W. H.). Taxation. 8vo. New York, 1877. 

Offer to the student or the lawyer full information on the laws of taxation in the United 
States, Federal, State, and municipal, with reviews and citations of court decisions. 

THE RELATION OF LABOR TO CAPITAL. 

b. About (E.). Handbook of Social Economy j or the Worker's ABC 
I2mo, xx-284 pp. New York, 1873, $2. 

A popular exposition of elementary economic notions, with especial reference to the 
fallacies most widely accepted by the wages class. 
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a. Thornton (W. T.). On Labor : Its claims and dues. Third edition, re 
vised. 8vo, $4.50. 

Chiefly valuable for its positive information about trades' unions, their organization, 
laws, purposes, abuses, etc. 

b. Brassey (T.). On Work and Wages. Third edition, 8vo, $3. 

Contains much information about the wage-receiving class, and the experience of an 
employer in dealing with that class ; treats also, in a fair manner, of the rights of wage-re- 
ceivers as a class. 

Foreign Work and English Wages, considered with reference to 

depression of trade. 8vo. London, 1879. 

Contains some useful data. • 

Brentano (L.). On the History and Development of Guilds, and the 
Origin of Trades Unions. 8vo, viii-278 pp. Cloth, $1.50. 

This is not a satisfactory work, and is quoted here only because there happens to be 
now in print no other book covering the same ground. 

b. Atkinson (Edward). Labor and Capital Allies, not Enemies. i6mo. 
New York, 25 cts. 

One of the best of recent expositions, and can be heartily recommended for the general 
reader. 

Levi (Leoni). Wages and Earnings of the Working Classes. With 
some parts illustrative of their economic conditions ; drawn from authentic and 
official sources. London, 1867, $2.40. 

Full of valuable information. 

Work and Pay. 8vo. London, 1877. 

A series of popular lectures on topics connected with industrial organization. 

a. Fawcett (H. F.). Pauperism; its causes and remedies. Crown 8vo, $4. 

Treats of the conditions and prospects of those-who-have-not in relation to population 
and land. It contains also a valuable chapter on co-operation and industrial copartnership. 

The Economic Portion of the British Laborer. i2mo. London, 

1865, $1.50. 

Walker (Francis A.). The Wages Question : A Treatise on Wages and 
the Wage-receiving Class. 8vo, 428 pp. New York, 1876, $3.50. 

Controversial against the " wages fund theory ; " inclines to sentimental views of the 
subject of wages and the interest and rights of wage-receivers. 

Young (E.). Labor in Europe and America. A special report on the 
rate of wages, the cost of subsistence, and the condition of the working classes 
in the countries of Europe, and also in the United States and British America.. 
8vo. Washington, 1876, $3.50. 

Stubbs (Chas. W.). Village Politics, Addresses on the Labor Question, 
l6mo, 193 pp. London, 1878, $1.25. 

Interesting in its suggestions concerning English agricultural laborers. 
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CO-OPERATION. 

b. Barnard (Charles). Co-operation as a Business. Comprising a summary 
of the results of co-operative work in the United States and in Europe, in manu- 
facturing, trade, house-building, etc. ; with some consideration of the causes of 
the success or failure of different enterprises, and also of the probable increase in 
this country of the application of methods of co-operation to various branches of 
practical business. New York, 1881, $1.25. 

Holyoake (G. J.). The History of Co-operation in England j its Litera- 
ture and its Advocates. i2mo, xi-420 pp. Two vols., Vol. I, 1812-44, Vol. II, 
1845-78. Philadelphia, 1875, $4 .50. 

The author has been a worker in behalf of co-operation, and writes as a zealous advo- 
cate, but he bitterly criticises certain forms of co-operation. 

He Rives a mass of valuable information, but Lis literary method is defective and his 
political economy unsound. 

LAND TENURE AND LAND QUESTIONS. 

a. Kay (Joseph). Free Trade in Land. With Preface by John Bright. 
8vo. London, 1879, $2.40. 



Gives a clear statement of the position in 1879, of the land question in Great Britain and 
Ireland, together with a summary of the systems of land tenure in use throughout Europe, 
with some of the results that can be traced to them. 

a, Arnold (Arthur). Free Land. 8vo. London, 1880. 

Presents the status of the land question in Great Britain in a manner that leaves nothing 
to be farther desired by the general reader. 

Systems of Land Tenure in Various Countries. A series of essays pre- 
pared for the Cobden Club. 8vo. London, 1879, $2.40. 

a, Laveleye (Emile dr). Primitive Property. Translated by G. R. L. * 
Mairrott. With Introduction by J. E. C. Leslie. i2mo, xliv-364 pp. London, 
1878, $2.50. 

An admirable historical work on land tenure in the early stages of civilization. 

Leslie (T. E. C). Land Systems of England and Ireland. 8vo. Lon- 
don, $9.60. 

Broderick (Geo. C). English Land and English Landlords, An En- 
quiry into the origin and character of the English land system, with proposals 
for its reform. 8vo. London, 1881, $5. 

b. Cox (S. S.). Free Land and Free Trade. New York, 1880, $1. 

A clearly written little treatise on the application to the United States of the principles 
that governed the repeal of the British corn-laws. 

Fisher (Joseph). The History of Land-Holding in England. London. 
1876. 8vo, $1.20. 
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FREE TRADE AND PROTECTION. 

Sumner (W. G.). Lectures on the History of Protection in the United 
States. 8vo, 64 pp. N. Y. f 1877, 75 cents. 

Gives outlines of the history of the tariff, with discussions of the arguments which have 
been put forward for protection from time to ti i e in this country. 

Sastiat (F.). Sophisms of Protection. i2mo, xvi-297 pp. New York, 
1877, $1.00. 

A book which for incisive criticism and satirical refutation of the doctrines of protection, 
has not yet been surpassed. 

Economic Sophisms. 8vo. Edinburgh, 1873, $3.00. 

Contains some material not included in the American translation. 

Grosvenor (Wm. M.). Does Protection Protect? An examination of 
the effect of different forms of tariff upon American industry. 8vo, 365 pp. 
New York, 1871, $3.00. 

A very thorough and statistical examination of the doctrine of protection as exemplified 
in our own history. In many respects the best work on the free trade controversy. 

Butts (I.). Protection and Free Trade. An inquiry whether protective 
duties can benefit the interests of a country in the aggregate ; including an ex- 
amination into the nature of value and the agency of the natural forces in pro- 
ducing it. i2mo, 190 pp. New York, 1875, $1.25. 

A brief, simple, cogent statement of some of the main points in the controversy. 

Fawcett (Henry). Free Trade and Protection. An inquiry into the 
causes which have retarded the general adoption of Free Trade since its intro- 
duction into England. i2mo, xvi-173 PP« London, 1878, $1.50. 

A summary of the controversy as it now stands. The American arguments for protec- 
tion are especially taken into account. 

Cox (S. S.). Free Land and Free Trade. The lessons of the English 
Corn Law applied to the United States. i6nio, 126 pp. N. Y., 1880, $1.25. 

Rogers (Thorold). Free Trade. An essay in the Encyclopaedia Britan- 
nica. Vol. IX., ninth edition 

An admirable presentation of the subject. 

Walter (Emile). What is Free Trade ? i2mo, 158 pp. N. Y., 1867, 75 cts. 

A very clever adaptation of some of Basfiat's essays. 

Ashworth (H.). Recollections of Richard Cobden, M. P., and The 

Anti Corn Law League. i2mo, xii-295 pp. N. Y., 1876, $2.00. 

A good popular history of the free trade movement in England. 

Mongredien (A.). Free Trade and English Commerce. i2mo. Lon- 
don, 1880, 25 cents. 

McAdam (Graham). The Protective System: What it costs the 
American Farmer. i2mo. New York, 1880, 10 cents. 

Moore (J. S.). Friendly Sermons to the Protectionist Manufacturers of 
the United States. (Economic Monographs, No. 4). 8vo. New York, 1878, 25 c, 
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White (Horace). The Tariff Question. (Economic Monographs, No. 3% 
8vo. New York, 1879, 2 5 cents. 

Earle (A. L.). Our Revenue System and the Civil Service. (Econ- 
omic Monographs, No. 5). 8vo. New York, 1878, 25 cents. 

Codman (John). Free Ships ; the Restoration of the American Carry- 
ing Trade. (Economic Monographs, No. 6). 8vo. New York, 1878, 25 cents. 

Thompson (Gen. Perronet). A Catechism of the Corn Laws. 8vo. 
London, 1827. 

One of the most remarkable publications ever made on the subject of free trade and 

{protection. It was circulated at the time by thousands, but is now to be found only in the 
ibraries. It contains the famous monkey illustration, and for wit and unanswerable argu- 
ment has never been surpassed in economic literature. 

Noble (John). Fiscal Legislation, 1842-1865. 8vo, London, 1867, $300. 

A clear and comprehensive account of the fiscal legislation of Great Britain during- the 
period of twenty-three years which included the transition from a protective to a free trade 
policy, the repeal of the navigation laws, etc., etc. 

The theory and policy of free trade are also ably discussed and advocated in 
the several works on political economy by Perry, Amasa Walker, Bonamy Price, 
and Prof. Caimes, heretofore noticed. 

Many of the most important contributions during recent years to the literature 
of free trade or revenue reform in the United States, have been in the form of 
contributions to magazines and reviews. The following are most worthy of 
attention : 

Wells (David A.). The Creed of Free Trade. "Atlantic Monthly," 
August. 1875, and 8vo, New York, 1877, 25 cents. 

Atkinson (Edward). The Visible and the Invisible in Protection. 
" Atlantic Monthly," February, 1872. 

Revenue Reform. "Atlantic," October, 1871, and 8vo, Boston, 1872. 

Newcomb (Simon). The Let Alone Principle. " North American Re- 
view," January, 1870. 

Wells (David A.). How Shall the Nation Regain Prosperity ? Three 
articles in the '* North American Review," July, September and November, 1877. 

The third of these contains a popular history of the origin and nature of our navigation 
laws. 

Our Merchant Marine : How it rose, prospered, waxed great, declined 

and fell. A thorough discussion of the great question of ships and shipping. 
Oiiginally published in the New York Worlds in a series of eleven articles in 
February, 1881, and subsequently republished in pamphlet form. 

" By far the most interesting and exhaustive account of the rise, progress and decline 
of our merchant marine which has ever been published. "— New York World. 

Moore (J. S.). The Parsee Letters, addressed to Horace Greeley by Ader- 
sey Curiosibhoy, published in the Evening Post y in 1878-79, are well worthy of 
attention by those seeking practical illustrations of the effect of high tariffs. 

Burchard (H. C). Who Pays Protective 2>uties ? " Atlantic Monthly," 
May, 1878. 

Ably discusses and illustrates the subject. 
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THE PROTECTIVE SYSTEM, PUBLICATIONS ADVOCATING IT. 
(This list has been prepared by Henry Carey Baird, of Philadelphia). 

Carey (H. C). Commerce, Christianity, and Civilization vs. British 

Free Trade. Letters in reply to the London Times y 38 cents. 

Harmony of Interests : agricultural, manufacturing, and commercial. 

8vo, cloth, $1.50. 

Manual of Social Science. Condensed from Carey's " Principles of 

Social Science," by Kate McKean. i2mo, cloth, $2.25. 

Principles of Social Science. 3 vols. 8vo. Cloth, $10.00. 

The Slave Trade, Domestic and Foreign. Why it exists and how 

it may be extinguished. 8vo, cloth, $2.25. 

The author recognizing the wide extent of slavery, herein develops the principles under 
which man advances from this condition to one of freedom. 

The Unity of Law as Exhibited in the Relations of Physical, 

Social, Mental and Moral Science. 8vo, cloth, $3.50. 

It would be unjust to Carey to regard him as merely the advocate of protection. He is 
in fact the head of a distinct school of social philosophy, which is already respectable by 
reason of its numbers both in this country and in Europe. Of the publications above 
named the " Letters to the London Times " and the ' l Harmony of Interests " are occupied 
mainly with the question of protection against the centralizing influences of British trading; 
warfare. The " Manual of Social Science," " Principles of Social Science," and " Unity oT 
Law/' while treating of this subject cover the broader ground of all the relations of man 
towards his fellow-man and the earth which he inhabits. 

Baird (H. C). Protection of Home Labor and Home Productions 
necessary to the Prosperity of the American Farmer. Paper, 10 cents. 

The Rights of American Producers and the Wrcngg of British 

Free Trade Revenue Reform. Paper, 5 cents. 

Bigelow (Erastus B,). The Tariff Policy of the United States and 
England Contrasted. Paper, 25 cents. 

Byles (Sir John Barnard). Sophisms of Free Trade and Popular 
Political Economy Examined. 12010, cloth, $1.25. 

Sir John Byles is an eminent member of the legal profession and a retired judge in Eng- 
land, and his " Sophisms of Free Trade " has from its first appearance been regarded as a 
very acute and able book. 

Elder (Wm.). Questions of the Day, economic and social. 8vo. Cloth, 
$3.00. 

Greeley (Horace). Essay Designed to Elucidate the Science of 
Political Economy. i6mo. Cloth, $1.50. 

Kelley (Wm. D), Speeches, Addresses, and Letters on Industrial and 
Financial Questions. 8vo. Cloth, $3.00. 

Mason (David H.). How Western Farmers are Benefited by Protec- 
tion. Paper, 75 cents. 

Scanlon (John F.). Why Ireland is Poor. Ripe Fruit from the Tree 
of British Free Trade. Paper, 10 cents. 

Smith (£. Peshine). A Manual of Political Economy. i2mo. Cloth 



•1.25. 
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Stewart (Andrew). Speeches on the Tariff Question and on Internal 
Improvements. 8vo. Cloth, $3.00. 

Andrew Stewart's volume is interesting as presenting a view of protection as it was re- 
garded in this country half a century ago, and furnishes many facts for a historical view of 
the discussion of such questions when Henry Clay and Andrew Stewart were the leaders 
of the protectionists in Congress. 

Sullivan (Sir Edward, Bart.). Protection to Native Industry. 8vo. 
Cloth, $1.50. 

How Free Trade Affects the Employment of the People. Lon- 
don. Paper, 13 cents. 

Syme (David). Outlines of an Industrial Science. London and Phil- 
adelphia. i2mo. Cloth, $2.00. 

Thompson (Robert £.). Social Science and National Economy. 
i2mo. Cloth, $1.50. 

Wharton (Joseph). International, Industrial Competition. Paper 
25 cents. 

National Self Protection. Paper, 25 cents. 

Wilson (Prof. W. D.). Pint Principles of Political Economy; with 
reference to statesmanship and the progress of civilization. i2mo, $1.50. 

Wood (John). American Protection vs. Canadian Free Trade. A 
plea for British agriculture. London. Paper, 40 cents. 

Foreign and Home Trade Compared. London. Paper, 40 cents. 



COMMERCE AND TRADE. 

a. Levi (Leoni). History of British Commerce and of the Economic 
Progress of the Nation from 1763 to 1870. 8vo. London, 1872, $6.40. 

An excellent commercial and industrial history, with illustrations of economic doctrine. 

McCulloch (J. R.). The Industrial History of Free Nations. 
8vo. London, 1846. 

This is a work of great interest. The second volume treating of the commercial history 
of Holland and Flanders, is of special value. It is unfortunately out of print. 

' a. Wells (David A.). Why we Trade and How we Trade. An inquiry 
into the extent to which the existing commercial and fiscal policy of the United 
States restricts the material prosperity and development of the country (Eco- 
nomic Monographs, No. 1). 8vo. New York, 1879, 2 5 cents. 

Mees (H.). Overzicht van eenige Hoofdstukken Staathuishondknnde. 
Svo. Amsterdam, 1866. 

A sober, profound and accurate treatise illustrative of the theories of production, dis- 
tribution and international exchange. 

Courcelle-Seneuil (C. G.). Manual des Affaires. Third edition. i2mo, 
Paris, 1872, $2.65. 

Haushofer (M). Der Industrie-Trieb. 8vo. Stuttgart, 1874. 

b. Brachelli (N. F.). Die Staaten Europas. Third edition. 8vo. ,Bre* 
men, 1876. 

Contains some valuable comparative statistics. 
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' a. McOullooh (J. R.). Dictionary, Practical, Theoretical and Histori- 
cal, of Commerce and Commercial Navigation. New edition, revised and 
corrected, with supplement showing the progress of commercial legislation down 
to the present time. Edited by H. G. Reid. 8vo, London, 1877, $25.00. 

"Wilson (A. J.). The Resources of Modern Countries. Essays toward 
an estimate of the economic position of nations, and British trade prospects. 
Two vols. 8vo. London, 1878, $9.50. 

Full of information not otherwise readily accessible, respecting the wealth, debts and 
resources of the different commercial countries. 

Yeats (John). The Growth and Vicissitudes of Commerce from 1500 

to 1789. A historical narrative of the industry and intercourse of civilized 
nations. i2mo. London, $2.50. 

Technical History of Commerce. i2mo. London, 1872, $2.00. 

A Manual of Recent Existing Commerce from 1789 to 1872. 

Showing the development of industry at home and abroad during the continental 
system, the protectionist policy, and the era of free trade. i2mo. London, 
1872, $2.50. 

Moffat (R. S.). The Economy of Consumption. An omitted chapter in 
Political Economy, with special reference to commercial crises and trades unions. 
8vo. London, 1878, $7.25. 



SOCIAL SCIENCE. 

The literature in English is very meagre compared with that in French or in 
German. The German literature on the subject has in the past few years been 
especially full. Recent American publications are : 

About (Edmund). Handbook of Social Economy; or, the Worker's 
ABC. New York, 1873. 

Highly recommended as an elementary treatise. 

Hitchcock (Roswell D.). Socialism. i6mo. New York, 1879, 5° cents. 

George (Henry). Progress and Poverty. An inquiry into causes of 
industrial depressions, and of the increase of want with increase of wealth. 
The remedy. New York, 1880. Cheap edition, 75 cents. 

N» recent economic work has excited more popular interest, or has received a wider 
circulation. The author presents some original theories as to the ownership of land. 

b. Woolsey (Theodore D.). Communism and Socialism. Their his- 
tory a^.d theory. i2mo, 309 pp. New York, 1880, $1.50. 

This last describes the latest phases of socialism, especially as developed in Germany. 

Noyes (J. H.). History of American Socialism. 8vo. Philadelphia, 
1870, $3.50. 

a. Nordhoff (Chas.). The Communistic Societies of the United States. 

With illustrations. 8vo, 438 pp. New York, 1875, $4.00. 

The results of personal observation during visits to the principal communistic societies 
in the United States. Describes the peculiar features of the religions, creeds and practices, 
the social and domestic customs, and the industrial and financial arrangements of each 
society. 
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James (H. A.). Communism in America. 8vo, 84 pp. New York. 

1879, $1.25. 

An able essay, considering some special aspects of the subject. 

Villetard (H.). History of the International. Translated. 
1 2 mo. New Haven, 1874. 

Sudre (Alfred). Histoire du Communism. 12 mo. Paris, 1850, $1.25. 

Gives within a moderate compass a good historical outline and summary of socialistic 
and communistic systems. 

The period from 1840 to i860 produced a considerable list of French works 
on the subject. 

a. Mehring (H.). Die Deutsche Social Demokratic. 8vo. Leipsic, $1.75. 

Is perhaps the most valuable of the mass of German books on the subject which have 
appeared during the past ten years. It gives clearly and succinctly the history of recent 
socialistic schools, movements and developments in Germany. 

Arnold (Arthur). Social Politics. 8vo. London, 1878, $1.25. 

Arnold (Matthew). Culture and Anarchy. Second edition, 8vo. Lon- 
don, 1875, $3.00. 

Brassey (Thomas). Work and Wages Practically Illustrated. Eng- 
lish reprint. New York, 1872, $2.00. 

Will well repay perusal. 

Booth (A. J.). St. Simon and the St. Simonians. 8vo. London, $3.00. 

Socialism in France. 8vo. London, 1871, $3.00. 

Memoir of Robert Owen. 8vo. London, 1869, $2.00. 

Eggleston (R. O.). Villages and Village Life 5 with Hints for their 
Improvement. i2mo. New York. 1878, $1.75. 

Fawcett (H. F.). Essays on Political and Social Subjeots. 8vo. Lon- 
don, $3.50- 

Helps (Arthur). Social Pressure. Fourth edition, 8vo. London, 1875/ 
$2.40. 

Kaufman (M.). Utopia, or Schemes of Social Improvement from. Sir 
Thomas More to Carl Marx. 8vo. London, 1879, $2.00. 

- Socialism Considered. 8vo. London, 1874, $3-oo. 

Wilson (Daniel). Prehistoric Man; or, Researches into the Origin of 
Civilization, Two vols. 8vo., 400 pp.-386 pp. London, 1876, $9.00. 

Pike (Luke Owen). A History of Crime in England. Illustrating the 
changes in the laws in the progress of civilization. Two vols. 8vo. London, 
1873-1876, $14.50. 

Hoyle (Wm.). Crimes in England and Wales in the 19th Century. 
A historical and critical retrospect. 8vo. London, 1876, $1.00. 

Spencer (H.). The Study of Sociology. i2mo, xiv-426 pp. New York, 

1880, $1.50. 

Explains the scope of the science, its utility and method, and gives some of its more 
important general notions. 

The Principles of Sociology. 8vo, viii-797 pp. New York, 1879. $2. 

The first attempt to present a systematic and complete view of the science. 
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Spencer (H.). Descriptive Sociology. Parts I.-VI., folio. New York, 
1876-1880. Folio, each $4.00 (net). 

An attempt to collect in the form of charts or tables, the mass of facts and observations 
which serve as data for the science. 

Peschel (Oscar). The Races of Man j and their geographical distribution. 
8vo, xiv-528 pp. New York, 1876, $2.25. 

An admirable resuml of the most important facts and the firmest deductions yet attain- 
able. 

Lubbock (Sir John). The Origin of Civilization and the Primitive 
Condition of Man. Mental and social condition of savages. 1 2 mo, xvi-380 
pp. New York, 1879, $2.00. 

An authority on its subject. 

Tnrgot. Reflexion sur la Formation et la Distribution des Richesses. 

8vo. Paris, 1763. 

The best economic treatise that had been published up to that time, as well for the 
worth of its theories as for the clearness and elegance of its style. 

Freitschke (H. V.). Der Socialismus und seine Conner. 
Minghetti (M.). Dell' economia pubblica e delle sur attinze colla 
morale e col diritto. Second edition, 8vo. Florence, 1859. 

Recommended by Luigi Cossa as a thoughtful and valuable work. 

The articles in late editions of leading encyclopaedias will be found to contain 
some important material on this subject put into convenient form for reference. 

jjkribnet's Magazine for October, 1878, contains an essay which will be found 
valuable. 

The student and general reader in this department of economic science will 
also find much of value and interest in the publications of the American and 
Philadelphia Social Science Associations, and in the reports of the American 
Board of State Charities. The reports of the American Social Science Associa- 
tion, and the details and methods of work of this society, can be obtained by 
application to the secretary, F. B. Sanborn, Concord, Massachusetts. 

THE DOCTRINE OF POPULATION, ETC. 

Spencer (Herbert). Biology. Two vols. 8vo. New York, 1879, $4.00. 

See Vol. II., page 289 and following. The chapter on this subject in Roschei'a 
" Political Economy " is also valuable. 

Bourne (Stephen). Trade, Population and Food. A series of papers on 
economical statistics. 8vo. London, 188 1, $5.00. 

Malthus (T. R.). An Essay on the Principle of Population; or, a view 
of its past and present effects on human happiness, with an enquiry into our pros- 
pects respecting the future removal or mitigation of the evil which it occasions, 
8vo. London, 1872, $3.20. 

While the conclusions of Malthus are by no means to be generally accepted x his sug- 
gestions and investigations have, in directing attention to some peculiar difficulties of the 
problems considered, been of great value, and his book remains of importance for the 
student. 
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Godwin (William). On Population. An inquiry concerning the power 
of increase in the numbers of mankind. Being an answer to Mr. Malthus. 
Svo. London, 1820, about $3.50. 

POLITICAL SCIENCE. 

Continental writers have produced much more in regard to the theory of the 
state and of government than English and American writers. Interest, in Eng- 
land, attaches more to the history of the English constitution as a growing politi- 
cal system. Interest, in the United States, attaches to the history and interpre- 
tation of the constitution as a positive law. We have not, therefore, in English 
any such convenient manual as Bluntschli's (German) Politik, or the same author's 
Staatslehre. 

a. Woolsey (Theo. D.). Political Science ; or, the State, Theoretically and 
Practically Considered. Two vols. 8vo, 586-626 pp. New York, 1878, $7.00. 

The best systematic treatise which can be mentioned. The historical portion of it em- 
braces a great deal of instructive information about the history of political institutions. 

Iiieber (Francis). Civil Liberty and Self-Government. Edited by 
Theodore D. Woolsey. 8vo. Philadelphia, 1875, $3.50. 

Manual of Political Ethics. Second edition, revised by Theodore D. 

Woolsey. Two vols. 8vo. Philadelphia, 1875, $6.00. 

These two works are prolix in style, but perhaps none the less available for general 
reading on that account, and while enthusiastic in advocating constitutional and institu- 
tional liberty, they offer sound political notions in opposition to popular errors. 

b. Bagehot (W.). Physics and Politics. Thoughts on the application of 
the principles of " Natural Selection " and " Inheritance " to political society. 
i2mo, 228 pp. New York, 1876, $1.50. 

Applies the methods of natural science to some of the elementary problems of political 
science ; it is to be highly recommended as opening up a new method of conceiving and 
treating the topics of political science. 

Spencer (H.). Social Statics; or, the Conditions Essential to Human Hap- 
piness. 8vo, xviii-518 pp. New York, 1880, $2.00. 

A very interesting and suggestive treatise ; it is almost alone in the field it covers (ele- 
mentary analysis and discussion of ll rights "), but the author needs to rewrite it to adjust 
it to his own opinions at the present time. Many of the essays in the volumes of Spencer's 
collected Essays are on subjects in political science. 

Mulford (E.). The Nation. The foundation of civil order and political 
life in the United States. i2mo, xiv-418 pp. New York, 1877, $2.50. 

A valuable work for those who are willing to study. 

Greg (W. R.). Political Problems. 8vo. London, 1870, $4.25. 

Rocks Ahead. 8vo. London, 1869, $4.25. 

These two volumes discuss many social and political questions from a conservative 
standpoint; they are especially valuable as opposing sober thought to sentimental ten* 
dencies. 

Mill (J. S.). Considerations on Representative Government. 8vo, 
364 pp. New York, 1875, $2.50. 

Well worth reading, although some of the topics discussed have lost their hold on 
public interest and attention. 
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Skinner (W. H.). Issues of American Politics. 8vo. $2.25. 

Freeman (£. A.). Comparative Politics. To which is added The Unity 
of History. 8vo. London, 1874, $3.00. 

Maine (Sir S. H. S.). Lectures on the Early History of Institutions. 
8vo, 412 pp. New York, 1875, $3.50. 

A scholarly work, original and trustworthy. 

Tylor (E. B.). Primitive Culture. Researches into the development of 
mythology, philosophy, religion, language, art and custom. Two vols. 8vo., 
502 pp.-468 pp. New York, 1877, $7.00. 

One of the best authorities for certain special topics. 

Farrar (Jas. A.). Primitive Manners and Customs. i2mo, xxx-315 pp. 
New York, 1879, $1.75. 

Presents a small collection of very interesting and important facts. 

Keary (C. F.). The Dawn of History. An introduction to pre-historic 
study. i2mo, 240 pp. New York, $1.25. 

Argyll (Duke of). Primeval Man. An Examination of Some Recent 
Speculations. i2mo, ix-200 pp. New York, 1874, $1.50. 

The simplest and most popular work dealing with the same material. 

Waitz. Grundzuge der Politik. 8vo. Gottingen, 1862. 

Brief, but very satisfactory. 

Bluntschli (J. C). Politik als Wissenschaft. 8vo. Stuttgart, 1876 

Plato. The Republic. i6mo. New York, $1.25. 

Should be read carefully by all students of political science. 

Grotius. De Jure Belli et Pads. Abridged translation by WhewelL 
8vo. $1.75. 

De Tocqueville. Democracy in America. Translated by H. Reeve. 
Two vols. 8vo. Boston, $5.00. 

Twiss (Sir Travers). The Law of Nations Considered as Independent 
Political Communities. Two vols. 8vo. $12.50. 

Amos (S.). A Primer of the English Constitution and Government. 
8v3. London, $2.40. 

Aristotle. Politics. Books I., III. and IV. Translated by Bolland, with 
Essays by Lang. 8vo. $3.50. 

Batbie. Turgot, Philosophe, Bconomiste, and Administrateur. 8vo. 
Paris, 1861. 

Aristotle's Politics and Economics. Edited by E. Walford. 8vo. Lon- 
don, 1853, $1.50. 

a. Mill (J. S.). On Liberty j The Subjection of Women. 8vo, 394 pp. 
New York, 1879, $2.50. 

Contains the theory of liberty and the province of the state on which modern English 
liberalism is based. 
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Stephen (Fitz James). Liberty, Equality and Fraternity. i2mo. 

New York, $2.00. 

A criticism of Mill's notions and an attempt to re-analyze the conceptions of these, and 
to give them greater precision. 

a. Humboldt (Baron W. Von). The Sphere and Duties of Government. 

Translated from the German by Joseph Coulthard, Jr. i6mo, xv-203 pp 
1854, $2.50. 

One of the best essays that have ever been written on the limits of the activity of the 
state. 

Proudhon (P. J.). What ia Property ? An inquiry into the principle of 
right and government. Translated from the French by B. R. Tucker. Prince- 
ton, Massachusetts, 1S76, $4.00. 

b. Nordhoff (Charles). Politics for Young Americans. i6mo, 195 pp. 
New York, 1877, $1.00. (Also in Library of Political Education). 

This is the best book for the first elements of the subject, and its extensive reading is to 
be widely recommended. 

Hopkins (C. T.). A Manual of American Ideas. 8vo. San Francisco, 
1873, $2.25. 

One object of this work is to instruct our youth in the elements of patriotism, and in the 
rights and duties of citizenship. It covers substantially the same ground as Mr. Nordhoff* s 
Politics for Young Americans, and is warmly recommended. 

b. Johnston (A.). History of American Politics. i6mo, 267 pp. New 
York, 1880, 75 cents. (See also the Library of Political Education.) 

A brief hand-book of political history, giving facts, dates, and figures in outline. 
Alden (J.). Science of Government in connection with American institu- 
tions. 1 2 mo. New York, 1874, $1.50. 

An elementary text-book on political science and the constitutional law of the United 
States. 

Amos (Sheldon). A Primer of the English Constitution and Govern- 
ment. i2mo. London, 1875, $2.40. 

De Tocqueville (Alexis). Democracy in America. Translated by 
Henry Reeve. Edited with notes by Francis Bowen. Sixth edition. Two 
vols., J2mo. Boston, 1876, $5.00. 

American Institutions. Translated by Henry Reeve. Revised and 

edited by Francis Bowen. Seventh edition. Boston, 1874. 

Extravagant and uncritical in its admiration of democratic institutions. 

a. Story (Joseph). A Familiar Exposition of the Constitution of the 
United States. i2mo, 372 pp. New York, 1878, $1.50. 

Arnold (W. T.). Roman System of Provincial Administration to the 
reign of Constantine the Great. 12 mo. New York, $1.75. 

a. Stubbs (Wm.). The Constitutional History of England. Three vols. 
8vo. 713-708-680 pp. Oxford, 1880, $12.00. 

a. Freeman (£. A.). The Growth of the English Constitution from 
the Earliest Times. 8vo. London, 1863, $12.00. 
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Bagehot (W.). The English Constitution and other Essays. i2mo. 
New York, 1877, $12.00. 

Houghton (Prof. Walter R., of the Indiana University). Conspectus of 
the History of Political Parties and the Federal Government. Indianap- 
olis, 1880, $5.00. 

Contains colored historical charts, the platforms of all parties, and a concise narrative 
of political events, etc. 

a. Von Hoist (Dr. H.). Constitutional and Political History of the 
United States. From the German by J. J. Lalor. 
Vol. I., 1 750-1832, Vol. II., 1828-1846 ; 714-503 pp. Chicago, 1879, $10.00. 

Is unrivalled as a political history, and contains, in its critical passages, a great deal of 
sound political philosophy. 

Boeckh (A.). The Public Economy of Athens. To which is added a 
dissertation on the silver mines of Laurion. Translated from the German by 
G. C. Lewis. Two vols. 8vo. London, 1827, about $6.00. 

Cairnes (H.). Political Essays. Comprising colonization and colonial 
government, the revolution in America, international law, protection, free trade, 
etc. London, 1873, $3.50. 

Coulanges (Fustel de). The Ancient City. 12 mo. Boston, $2.50. 

A study of the organization and institutions of the city of antiquity. 

a. Creasy (£. S.). The Rise and Progress of the English Constitution. 

Fourth edition, revised. i2mo. New York, 1875, $1.50. 

Seaman (Ezra G.). The Progress of Nations in Civilization, Produc- 
tive Industry, Wealth and Population. Two vols. i2mo. New York, 1868, 
$500. 

Draper (John W.). Thoughts on the Future Civil Policy of America. 

Fourth edition. 12 mo. New York, 1875, $2.00. 

a. Baton (D. B.). Civil Service in Great Britain. A history of abuses and 
reforms, and their bearing upon American politics. 8vo, xii-469 pp. New York, 
1880, $2.50. 

a. Hamilton (Alexander). The Federalist. Edited by H. B. Dawson. 
8vo. New York, 1873, $2.50. 

Harrison (F.). Order and Progress. Part I., on Government ; Part II., on 
Studies of Political Crises. 8vo. London, 1875, together, $5.60. 

Heeren (A. H. L.). Historical Researches into the politics, intercourse 
; and trade of the principal nations of antiquity. Translated from the German. 
Six vols. 8vo. London, 1829-34, about $25.00. 

Helps (Arthur). Thoughts upon Government. 8vo. Boston, 1872, 
$2.25. 

Montesquieu (M. de S.). The Spirit of Laws. Translated from' the 
French by Thomas Nugent. Together with a memoir of the life and writings 
of the author, and an analysis of the work by D'Alembert. Two vols. 8vo 
Cincinnati, 1873, $6'°° 
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MINORITY REPRESENTATION, ETC. 

a. Bnckalew (C. R.). Proportional Representation j or, the representation 
of successive majorities in the federal, state, municipal, corporate and primary 
elections, with an appendix. Edited by John G. Freese. 8vo. Philadelphia, 
1872, $3.00. 

Butcher (Salem). Minority or Proportional Representation. 8vo. 
London, 1872, $1.50. 

Hare (Thomas). The Election of Representatives. 8vo. London, 
1865, $2.50. 

b. Qnincy (J. P.). The Protection of Majorities j or, Considerations re- 
lating to an Electoral Reform, with other papers. i6mo. Boston, 1876, $1.00. 

b. Sterne (Simon). On Representative Government and Personal Rep- 
resentation. 8vo. Philadelphia, 1871, $1.75. 

Dobbs (A. E.). General Representation. 8vo. London, $2.50. 

Contains a modification of Hare's plan. 

The North American Review for July, 1871, contains an article which gives a 
good description of the various plans proposed. 

We would refer those who would enter upon a more thorough study of Eco- 
nomic Science to 

McCulloch (J. R.). The Literature of Political Economy. 8vo. Lon 
don, 1846. 

Contains a list of the most important works on the subject, published before 1845. 

Cossa (Luigi). Guide to the Study of Political Economy. 8vo. Lon- 
don, 1880, $1.25. 

This is both historical and critical, and contains an excellent catalogue (with criticisms) 
of the best economic treatises in the English, German and Italian languages. 

THE UNITED STATES CONSTITUTION. 

A LIST OF REFERENCES. 

[The following references were prepared by W. E. Foster, librarian of the 
Providence Public Library, to accompany a series of five lectures delivered at 
the Rhode Island Normal School, in May and June, 1880, by Prof. J. L. Diman, 
of Brown University.] 

Lecture I. — Preparatory Tendencies. 

A. Principles originating in other states of society. 

I. Roman Law, — Its influence in developing tendency to organization. 

See Legare's Origin, History and Influence of Roman Legislation, 
pp. 502-58. 

See Sir Henry Maine's " Roman law," (pp. 330-83, of his Village-Com- 
munities.) 

See Blakey's History of Political Literature. Vol. I. pp. 68-124, 184-97. 
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See £. P. Burke's Historical Essay on the Laws and the Government 
of Rome, pp. 296-98. 

Gaius's Commentaries. 

Justinian's Institutes. 

2. English individual liberty. — Tendency to assert the rights of the subject. 

See Prof. Bowen's compilation, Documents of the Constitutions of Eng- 
land and America, from Magna Charta to the Federal Constitution. 

See also, English Liberties. (Ed. 1774.) 

See Sir James Mackintosh's Edinburgh Review article, October, 1821. 

Also, Lieber's Civil Liberty and Self-Government. 

See G. W. Greene's Historical View of the American Revolution, pp. 
9-10. 

See Mr. Arnold Green's oration on New England's Gift to the Nation,— 
The Township. 

Also, Prof. Joel Parker's paper on The Towns of New England. (Massa- 
chusetts Historical Society Proceedings, January, 1866.) 

B. Tendencies towards a federal government in European history. 

See Merivale on The Municipal Administration of the Roman Empire, 

chapter xxxii. 

Also, Guizot, on the rise of monarchy in Europe. (History of Civilization, 
Vol. I., chapter ix.) 

See Woolsey's chapter on forms of government. (Political Science, Vol. I. 
pp. 466-86.) 

Hallam, in his History, traces the rise of constitutional monarchy in England. 

May, in his Democracy in Europe, traces the rise of the Italian republics, 
and the federations of Switzerland and the Netherlands. 

See also, the introduction to Freeman's History of Federal Government, 
Vol. I. (1861.) 

See, also, Freeman's essay on Presidential Government. (1864.) His- 
torical Essays, Series 1, pp. 373-406. 

C. Tendencies to national union developing in the American colonies. 

This is most fully and carefully traced in Frothingham's Rise of the Re- 
public of the United States. I 643-1 790. (Published 1872.) 

It had been less adequately treated by Judge Story, in his Familiar Expo- 
sition of the Constitution. (1840.) 

It is somewhat incoherently discussed in Partridge's Making of the Ameri- 
can Nation. 

See also, Vol. I. of Draper's Civil War in America. 

See also, Dr. Storrs' New York Historical Society Address, 1875, on The 
Early American Spirit, and the Genesis of It. 

Tyler, in his History of American Literature, points out the gradually 
diminishing isolation of the colonies. Vol. II. pp. 299-303, 317-18. 

Frothingham (Rise of the Republic) shows how the custom of uniting in 
"congresses" had developed itself. 

On the New York congress of 1690, see Bancroft. Vol. II. pp. 350-52. 

On the Albany congress of 1754, see Mr. S. S. Rider's tract, reprinting (with 
notes, etc.), Stephen Hopkins's True Representation of the Plan formed at 
Albany, in 1764, for Uniting the Colonies. 
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On the New York (stamp act) congress of 1765, see Frothingham, pp. 184-89. 

On the first continental congress of 1774, see Bancroft. Vol. IV. pp. 392-411. 

On the congress of the revolution, see G. W. Greene's Historical View. 
Lecture III. 

On the continental congress, 1783-89, see Pitkin's Political and Oivil His- 
tory. Vol. II. pp. I79-3 1 ?' 



Lecture II. — Elements of National Development, 1774-89. 

A. The thirteen colonies up to the Declaration of Independence, 1774-76. 

On the "1st continental congress/' 1774, see Public Journal of Congress. 
Vol. I. 

See also, Frothingham's Rise of the Republic of the United States, p. 335. 
See also, Greene's Historical View of the American Revolution, pp. 

78-88. 

See also, Wells's Samuel Adams. Vol. II. chapter xxxiii. 

See also, Henry Armitt Brown's Commemorative Oration, September 5, 
1874 (in N E. Hist. Gen. Register, 1875) pp. 426-43. 

On the " 2d continental congress," see Public Journal of Congress, Vol. I. 

Bancroft indicates the purposes avowed in calling it. Vol. IV. pp. 353-91. 

Colburn (in N. E. Hist. Gen. Register, 1876) prints letters showing that in- 
dependence was not directly contemplated, pp. 326-30. Also printed separately, 
with the title, American Independence. Did the Colonists Desire It ? 

On this point, also, see references in Winsor's Handbook, pp. 102-3. 

Prof. Henry Reed, in his lectures on The Union, shows the growth of a spirit 
of nationality in connection with the use of the word " continental." (Smith- 
sonian Institution Annual Report, 1855, pp. 156-80.) 

For the effect of Lexington and Bunker Hill, and other circumstances leading 
to the declaration, see Frothingham's Siege of Boston. 

The text of the declaration (accompanied with a preliminary note) is given, 
pp. 3-6, of The Federal and State Constitutions, etc. Vol. I. 

Prof. M. C. Tyler in his Lowell Institute lectures on " American Literature," 
defends the "Declaration" Irom the charge of "glittering generalities." 

Note. — The status of the colonies up to this time, as municipal bodies under the crown, 
is indicated in May's " Constitutional History," p. 510-16. 

See also, Story's " Commentaries," Vol. I. pp. 132-83. 

See also, J. C. Hurd's " Law of Freedom and Bondage in the United States," Chapter 
XI. where the nature of that political change which transformed these bodies into memben 
of an independent government is very clearly explained. 

B. The national government, 1776-81. 

For the status of the late colonies, during this period, see Story. Vol. I. pp. 
184-208. 

Bancroft describes the formation of the " State constitutions," in accordance 
with the recommendation of Congress. Vol. V. pp. 500-18. 

See The Federal and State Constitutions for the text of these documents, 
in some of which the word " sovereign " is used. 

Greene (Historical View) traces the rise of this local (or state) element* pp. 
119-36. 
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C. The confederacy of" The United States? 1781-89. 

The vote appointing a committee to prepare articles was passed June II 
1776. See The Federal and State Constitutions, p. 7. 

The "History of the [formation of the] confederation," together with the 
various draughts submitted, is given, Secret Journals. Vol. I. pp. 265-448. 

The text as adopted, is given, The Federal and State Constitutions, pp. 
7-12. 

Bancroft shows how it was the expression of the rise of the local element. 
Vol. VI. pp. 351-56. 

Story shows its utter inadequacy in its practical working. Vol. I. pp. 209-51. 

See, also, the monograph by L. B. Prince, The Articlos of Confederation 
vs. the Constitution. 

Note.— As to the real status of the " state governments" at this time, compare the 
assertion of Article II. (of Confederation) as to " sovereignty, freedom and independence," 
with Madison's statement that " the states never possessed the essential rights of sover- 
eignty." Hamilton's " Republic," Vol. III. p. 313. See, also, Rives's " James Madison," 
Vol. II. pp. 371-73. 

J>. The adoption {in 1787) of the present constitution, and the organization of the 
republic of "The United States" in 1789. 

For the status of the state governments under the constitution, see Story's 
Commentaries, Vol. III. p. 217-76. 

See Monroe's The People the Sovereigns. 

Also, Webster's argument, 4t The Constitution not a compact between sover- 
eign States." (Works, Vol. III. pp. 449-505.) 

For the authorized text, see The Federal and State Constitutions. VoL 
I. pp. 13-20. 

The official record is in the Journal, Acts and Proceedings of the Con- 
vention which Formed the Constitution. 

Its growth may be studied in the biographies of the members. See list of 
members, on pp. 13-15 of Journal. 

See, however, particularly, Rives's James Madison, Vol. II. 

Also, Hamilton's Republic of the United States, Vol. III. 

See also, the Federalist 

See also, the Quarterly Review article on Madison. (1878) Vol. cxlv., pp. 
257-61. (American edition.) 

See also, H. von Hoist's Constitutional History, Vol. I. 

See also, G. T. Curtis's History of the Formation and Adoption of the 
Constitution. 

For the proceedings at the organization, March 4 to April 6, 1789, see 
Annals of Congress, 1st Congress, Vol. I. 

See also, for the sentiment of the country, Elliot's Debates in the several 
State Conventions on the Adoption of the Federal Constitution. 

Note.— The volumes of Mr. Bancroft's history, now in preparation, will comprise a 
careful review of the history of the constitution. 

Lecture III. — Its Documentary Structure. 

Note.— The authorized text of the constitution is found in the work published by the 
government in '878, entitled " The Federal and State Constitutions," etc. Part I. pp. 13-94. 
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A. Liability of Misinterpretation. 

1. The use of the word "federal" misleading. See its etymological signifi 
cance. 

Instances given in Freeman's History of Federal Government; not 
strictly federal. 

A true instance, that of the " Deutsche Bund," 1815-66. See Woolsey's 
Political Science, Vol. II. pp. 194-208. 

Mr. Morris's distinction between "federal" and "national" was made the 
sentiment of the convention, 1787. See Prince's essay, The Confederation vs. 
' the Constitution, pp. 95-97. 

See also, Mr. Madison's letter to Mr. Everett. (North American Review, 
October, 1830) pp. 537~46. 

See also, Judge Story's distinction, in his Commentaries, p. 112. Abridged 
edition, 1833* 

See also, Mr. Sumner's use of the word " national," (1867). " Works," Vol. 
XII. pp. 190-97.) 

2. The fact of the document being a formally written one misleading. 

On the English constitution, which is not such an one, see Freeman's Growth 
of the English Constitution. 

On the futility of mere " paper constitutions," see Carlyle's French Revolu- 
tion, Vol. I. pp. 126-28. 

The United States Constitution, no less than that of Great Britain, to be 
comprehended " only when studied in its connection with the whole course of 
public opinion." See Prof. Diman's article in the New-Englander, May, 1878, 
p. 407. 

Its form, that of a written document, simply because formally adopted at the 
later stage of political development. See Woolsey's Political Science, Vol. I. 
PP. 545-46. 

Dr. H. von Hoist's objection to the *' Worship of the constitution " is founded 
on the claim that there has been no "objective critical examination" of it. 
Constitutional History, Vol. I. p. 67.) 

The language of the constitution has been critically examined and discussed 
in Kent's Commentaries on American Law. 

Duer's Lectures on the Constitutional Jurisprudence of the United 
States. 

Pomeroy's Constitutional Law. 

B. The powers separated^ yet harmonious. 

See, in general, Story's Commentaries, Vol. II. pp. 1-25. 

Also, Woolsey's Political Science, Vol. II. pp. 295-346. 

On the president's " quasi-legislative " function, see Story. Vol. II. pp. 343-55. 

On congress's "quasi-executive" function, see Story. Vol. II. pp. 219-26. 

Story also shows the relation of the judiciary as an independent body, whose 
province is simply that of interpretation. Vol. II. pp. 23-24, Vol. III. pp. 425-66. 

See also, Mulford's The Nation, pp. 206-9. 

Mulford also indicates the wholly subordinated relation of physical force, as 
embodied in the army, pp. 178-86. 
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C. The unity of sovereignty. 

The people always the source of sovereignty. See President Monroe's essay, 
The People, the Sovereigns. 

The will of the people simply delegates authority to the different agencies of 
administration. See Mulford's The Nation, pp. 145-58. 

This point was very fully developed by Daniel Webster. See his '• Works," 
passim. H. W. Hi Hi aid in Harper's Afagazitie, March, 1877, points out the 
importance of Mr. Webster's influence in interpreting the constitution. 

The " convention," a body capable of being called into existence at any time 
to represent the will of the_ people. See Mulford, pp. 145, 135-36. 

Undivided sentiment as to " the people, the source of all power." See Prof. 
Diman's article (New-Englander, May, 1878) p. 410. 

A difference as to the interpretation of " the people," illustrated in Mr. G. T. 
Curtis' s article on The Strong Government. Harper's, June, 1880, pp. 107-8. 

D. The practical efficiency of the constitution. 

See Lord Brougham's remark, Political Philosophy, Vol. III. p. 329. 

See Lord Brougham's Sketches of Statesmen. " Works," Vol. V. p. 300. 

See Gladstone's Kin Beyond Sea. (" Gleanings," American edition, Vol. I. 
p. 212.) 

Its success due to its recognition of historical facts. See Johnston's History 
of American Politics, pp. 11, 16-17. 

See also, on this point, the six lectures delivered in 1876, by Dr. J. P. 
Thompson : The United States as a Nation. 

Also, Jennings's Eighty Years of Republican Government in the United 
States. 

Also, President Woolsey's paper on The Experiment of the Union, in the 
volume, " The First Century of the Republic." 

Lecture IV. — Modifications Developed, 1789- 1877. 

Note. — On this period in general, see Johnston's u History of American Politics." 

A. Those introduced by " formal amendment" (in accordance with Article V. of 
the Constitution). 

For the text of the amendments proposed by the various states (of which the 
first ten are an embodiment), see Journal of the Convention, pp. 391-481. 

See also, H. von Hoist's Constitutional History, Vol. I. pp. 59-60. 

See also, G. T. Curtis's article, Harper's, June, 1880, pp. 107, 104. 

For the circumstances under which the twelfth was adopted, see Randall's 
Life of Jefferson, Vol. II. pp. 579-605. 

See also, the United States government publication on Counting Electoral 
Votes, 1786-1876. 

B. Those introduced by judicial decision. 

See Story's statement as to Marshall's decisions. (Miscellaneous Works), 
pp. 196-99. 

See also, Rawle's View of the Constitution. 
See the report of the Drcd Scott decision, 1857. 
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Judge Curtis's dissenting opinion is in his life and Writing!, Vol. II. pp. 
213-305. 

This matter is also treated by Justice Miller, of the United States Supreme 
Court, in his three lectures on The Constitution of the United States, Wash- 
ington, 1880. 

C. Those resulting from changes in public sentiment or social organisation. 

a. Respecting slavery. 

(1) On the " Ordinance of 1787," relating to the Northwest territory, see 
Webster's " Works," VoL III. pp. 262-64. Also, Mr. W. F. "Poole's article 
(North American Review, April, 1876), pp. 229-65. 

(2) See text of the constitution, article 4, section 2. 

See Mellen on the Unconstitutionality of Slavery. [1841.] 
See Sumner on the Unconstitutionality of Fugitive Slave Acts. [1864.] 
"Works," Vol. VIII. pp. 118-75. 

(3) On the "Missouri compromise," 1820, see H. von Hoist. Vol. I., pp. 
376-78. 

(4) On the proposed " Wilmot proviso," 1846, and Clay's "Compromise of 
1850," see Johnston's American Politics, pp. 146, 153. See, also, pp. 57, 86-88. 

(5) On the compromise convention, 1861, for proposing an amendment to the 
constitution, see the official report. 

Note.— The results of the civil war [1861-65] took shape in the thirteenth, fourteenth 
and fifteenth amendments, 1865-70. 

b. Respecting state sovereignty \ 

(1) On the development of anti-federalist sentiment, 1789-98, see H. von 
Hoist. Vol. I. pp. 85-89. 

(2) On the Virginia and Kentucky resolutions, 1798-99, see Randall's Life 
of Jefferson. Vol. II. pp. 447-56. 

Also, Johnston's American Politics, pp. 45-47. 

(3) On the " Hartford convention " [1814], see Dwight's history. 

(4) On South Carolina's attitude of nullification [1830], see Benton's Thirty 
Tears 1 View, Vol. I. pp. 297-361. 

See also, Calhoun's Discourse on the Constitution and Government of 
the United States. (" Works," Vol. I.) 

(5) And of secession [i860], see Draper's Civil War, Vol. I. pp. 508-18. 
See also, A. H. Stephens's Constitutional View of the War between the 

States. 

Note.— The doctrine that a seceding state ** remained a state of the Union," and 
u never escaped the obligations of " the * l Constitution, though for a while she may have 
evaded their enforcement," was affirmed in a decision of the United States Supreme Court, 
October, 1878. (97 United States, 461 ; in Keith v. Clark.) 

Other decisions of the Supreme Court, since 1865, which affect this question, 
may be traced in the following list of references : 

A summary of the important decisions in the United States Supreme Court, 
1865-79, affecting the question of " National supremacy, or state sovereignty." 

1865. — Justice David Davis. Case of L. P. Milligan, from Indiana Circuit 
Court. [4 Wallace, 109, 115, 120-21.] 

Also dissenting opinion of Chief- Justice Chase. [4 Wallace, 142.] 
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1867. — Justice Stephen J. Field. Case of Cummings v. Missouri ; from Mis- 
souri Supreme Court. [4 Wallace, 318-319.] 

1868. — Chief- Justice Chase. Case of Lane County v. Oregon ; from Oregon 
Supreme Court, [7 Wallace, 76, 78.] 

1868. — Chief-Justice Chase. Case of Texas v. White, et al. [7 Wallace, 
720, 721, 722, 724-725, 726.] 

1 8 71. — Justice W. Strong. Case of Knox v, Lee, etc. (" Legal tender cases.") 
[12 Wallace, 532-33.] 

1872. — Justice S. F. Miller. Slaughter-house cases, from Louisiana Supreme 
Court. [16 Wallace, 63, 76, 81-82.] 

1875. — Chief-Justice Waite. United States v. Reese, et al ; from Kentucky 
Circuit Court. £92 U. S., 215, 221.] 

1875. — Chief-Justice Waite. United States v. Cruikshank, et al ; from 
Louisiana Circuit Court. [92 U. S., 556.] 

1877. — Justice W. Strong. Hannibal and St. Joseph Railroad Company v. 
Husen ; from Missouri Supreme Court. [95 U. S., 470-471.] 

1877. — Chief- Justice Waite. Pensacola Telegraph Co. v. W. U. Telegraph 
Co. : from Northern Florida Circuit Court. [96 U. S., 10.] 

1879. — Justice W. Strong. Tennessee v. Davis ; from Tennessee Circuit 
Court. Justice Clifford dissented. [100 U. S., 267, 265-266, 263.] 

1879, — Justice W. Strong. Strauder v. West Virginia ; from West Virginia 
Supreme Court. [100 U. S., 310-311.] 

1879. — Justice W. Strong. Ex parte, Virginia petitioner. [100 U. S., 345, 

346.] 

1879. — Justice J. P, Bradley. Ex parte, Sieboid, et al, petitioners. [100 U. 

S., 385, 394. 398-399-] 

1879. — Dissenting opinion of Justice Field in the case of Clarke, et a/ t peti- 
tioners. " [100 U. S., 409, 414, 418, 420.] 

For a different view, see W. B. Lawrence's article in the North American 
Review, November, 1880, pp. 385-409. The views of O. A. Brownson in his 
American Republic, and of H. B. Dawson (in the Historical Magazine, passim), 
are also noteworthy. 

c. Respecting popular representation, 

(1) The confederation was in form, a democracy. See Articles of Confed- 
eration. 

See, also, Johnston's American Politics, p. 1. 

Note.— See Madison's distinction between a democracy and a republic. The Feder 
mlist, No. to. 

(2) The government under the constitution was a representative republic. 
Sc. Constitution, article 1, sections 2, 3. 

Notk.— On the principle of representation, see J. S. Mill's u Representative govern 
ment." 

(3) On the rise of the democratic tendency, culminating in Jefferson's election 
'n 1800, see H. von Hoist, Vol. I. pp. 80-180. 

Note.— Prof. W. G. Sumner {North American Review, January, 1876) calls it a " tri- 
umph which has never been reversed," p. 60. 

(4) This tendency was still farther developed by the admission of western 
and southwestern states, 1 792-1821. See Parton's Andrew Jackson. 
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(5) The new regime in administration, beginning with Jackson, is fully treated 
by H. von Hoist, Vol. II. pp. 1-79, etc. 

(6) The development of political machinery, as a result of this tendency, is 
traced by Prof. W. G. Sumner. {North American Review, January, 1876) pp. 
65-72. 

Note.— See also, Parton's " Jackson." Vol. III. pp. 190-36. Also, Eaton's ** Civil 
Service in Great Britain," pp. 398-400. 

(7) Changes in the method of nominating a president. 

On the congressional caucus, up to 1824, see Benton's Thirty Years' View- 
Vol. I. pp. 49-50- 

On the nominating convention, substituted in 1830, see Johnston, p. ill. 

Some of the evil results of the present system are considered by Stickney, in 
A True Republic, pp. 126-53. 

And by D. C. McMillan in The Elective Franchise in the United 
States. 

Lecture V. — Comparison with that of the mother country. 

Notb.— On this subject in general, see Tremenheere's " The Constitution of the United 
States Compared with our Own." [1S54.] A work which also introduces many such com- 

1>arisons is Bagehot's " The English Constitution." [Ed. 1872.] Both the above are Eng- 
ish works. 

A. Points of resemblance, , 

The English constitution the model of the American framers. See remarks 
quoted by Jefferson ('* Memoir, correspondence t ,, etc., Vol. IV., pp. 450-51). See 
also, John Adams's " Defence of the constitutions," Letter two. 

The minor details, such as the two chambers of the legislature, only super 
ficial resemblances. Compare Bagehot's work with Prince's Articles of Con- 
federation vs. the Constitution, pp. 86-94. # 

B. The important differences. 
J. As regards the. source of sovereignty. 

The English, heterogeneous, from three " estates." See Freeman's Growth 
of the English Constitution, pp. 123-31. 

The American, homogeneous, from the people alone. See Mr. Webster, on 
the Rhode Island government. " Works," Vol. VI. pp. 222-24. 

2. As regards methods of administration. 

On the "presidential" method, see Woolsey's Political Science. Vol. II. 
pp. 266-75. 

See also, Freeman, "On presidential government." Historical Essays* 1 
Series I, pp. 303-406, (American edition.) 

See also, Lord Brougham's work, The British Constitution. 

On the " cabinet " method, as developed from the privy council, see Ames's 
Fifty Years of the English Constitution, pp. 267-69. 

See also, Ewald's The Crown and its Advisers. 1 

3. As regards t/ie chief executive. 

On the maxim, " The king can do no wrong," see May's Constitutional 1 
History. (American edition, Vol. I. p. 19.) 
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Note.— Cory speaks of George III. as upholding, in Pitt, '* a minister more kingly 
than himself." (" Guide to Modern English History," American edition, Vol. I. p. 7.; 

See also, Macaulay on Pitt. (Essays, Vol. VI. pp. 262-67.) 
See also, Bagehot on Peel. (English tr*-^ Coition, pp. 419-68.) 

4. As regards supremacy of the popular will. 

Under the United States Constitution, see Mulford's The Nation, pp, 246-50. 

Mr. Bagehot, in his English Constitution (American edition, pp. 293-95), 
shows that the framers of the American constitution misapprehended the English 
constitution in this regard. 

The close relation of the ministry to the House of Commons is pointed out 
by Amos, pp. 336-48. 

On an alleged tendency towards increasing the prerogative of the crown, see 
Quarterly Review, April, 1878, pp. 141-74. 

Also, Mr. Gladstone's Gleanings, Vol. I., pp. 37-44, 72-87, 219-36. 

Notb. — A consecutive view of English constitutional history may be obtained from (1.) 
Stubbs's " Constitutional History," B. C. 55-A. D. 1485. (2.) Haliam's " Constitutional 
History" 1485-1760. (3.) May's " Constitutional History," 1760-1860. (4.) Amos's " Fifty 
Years of the English Constitution," 1830-1880. 

A condensed view of its development may also be obtained from Creighton's " Half- 
Hour History of England. ' ' 

C. Advantages and disadvantages. 

The question of superiority not absolute, but relative. See Parkman's Remark 
on government by abstract ideas alone. {North American Review, Vol. CXXIX. 
P. 312.) 

Bagehot points out several instances claimed to be advantages in the English 
form. (English Constitution, American edition,"pp. 52-67, 84-100, 198-201, 
270-71, 288-97, 330-34- ) 

The fundamental difference as to the source of sovereignty, however, will be 
found to govern in these cases. Mulford's Nation, chapter vii. 

CIVIL SERVICE REFORM. 
(Prepared by Dorm an B. Eaton and W. E. Foster.) 

This reform being of recent date, the literature of the subject is yet very 
limited. Most of it is to be found only in official reports, state and national, 
public speeches, and ephemeral pamphlets, many of which are now out of print. 

The British Experience. 

British Parliamentary Papers. Papers relating to the Organisation 
of the Civil-Service. An instructive and comprehensive account of the origin 
of the reform policy in Great Britain. London, 1855. 

British Civil Service Commission. Annual Reports from 1800 to 
1880. For the most complete and authentic results of the reform system in 
Great Britain and British India, see 24th report, 1880, p. 600. London. 

Eaton (Dorman B.). Civil-Service in Great Britain : A History of 
Abuses and Reforms, and their bearing upon American Politics. With 
an Introduction by George William Curtis. New York, 1879, $2.50 

The most comprehensive and complete exposition of administrative abuses and reforms 
yet published, traced historically from Norman times. It sets forth the theoretical and 
practical effects of the reform in Great Britain and India, and explains the bearing of this 
experience upon the administration of this country. 
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The American Experience. 
(2). Period of the Founders, 1783 to 1829. 

Adams (C. F.). Works of John Adams, with Life. Ten vols. 8vo. 
Biston, 1856. $30.00. 

Elliot (Jonathan). Debates on the Adoption of the Federal Consti- 
tution. Five vols. 8vo. Philadelphia, 1836 and 1845, $12.50. 

Federalist, The. By Hamilton, Madison and Jay. Reprint from origi- 
nal text, edited by Dawson. 8vo. New York, 1874, $2.50. 

Hamilton (John C). The History of the United States, as Traced in 
the Writings of Alexander Hamilton. Seven vols. 8vo. Boston, 1879, $22.50. 

Jefferson (Thomas). Complete Works. Edited by H. A. Washington. 
Nine vols. 8vo. Philadelphia, $27.00. 

Journal of the Convention of 1787, convened for forming the Consti- 
tution of the United States. l2mo. Washington, $1.25. 

Rives (W. C). Life a»d Times of James Madison. Three vols. 8vo. 
Boston, 1868, $10.50. 

Sparks (Jared). Life and Writings of Washington. Twelve vols. 8vo. 
New York, 1866, $60.00. 

Most of the above works have excellent indexes, through which the reader can trace the 
written and spoken utterances of the " founders " on the civil-service of the United States. 

(3.) Period of the Spoils System, 1829 to 1865. 

Anonymous. The Independent Movement in New York. 8vo. New 
York, 1880, $1.00. 

Reminiscences of Washington, Atlantic Monthly, Vol. XLVI., 1880. 

Shows the influence of Aaron Burr and Martin Van Buren in establishing the " machin- 
ery of party," Chapter V. 

Benton (Thos. H.). Thirty Years' View. 8vo. New York, 1856, $6.00. 

Traces the spoils system from Van Buren to Buchanan. See Vol. II. 

Jenkins (J. S.). Governors of New York. 8vo. New York, 1851, $2.50. 
(See sketch of William L. Marcy.) 

History of Political Parties in New York. i2mo. Auburn, 1846, 

$1.50. 

— »- Life of Silas Wright. i2mo. Auburn, 1849, $2.00. 

These three works give details of the spoils system in New York State. 

Ormsby (R. McK.). History of the Whig Party. i2mo. Boston, i860, 
$1.50. (Seep. 211.) 

Parton (James). Life of Andrew Jackson. Three vols. 12 mo. Boston, 
1 861, $9.00. (See Vol. III., Chapter xviii., " Terror among the office-holders."; 

These two books sketch the beginning of the spoils system. 

Sumner (Prof. W. G.). Politics in America, 1776-1876, in North 

American Review, January, 1876, pp. 62-70. 

Stickney (Albert). A True Republic. Gives summary of theie evils, 
pp. 97-99. 8vo. New York, 1879, $1.25. 

Van Buren (Martin). History of Political Parties. Shows the influence 
of Aaron Burr. 8vo. New York, 1867, $3.00. 
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(4.) The Period of Reform Efforts, 1865. 

Cox (Jacob D.). Civil-Service Reform. Shows progress of civil-service 
reform. North American Review, January, 1871. 

Curtis (Gkorge William). First Report of the Civil-Service Com- 
mission, December, 1871, explains the origin and earlier stages of the reform 
in the United States. 

Eaton (Dokman B.). Report of the Civil-Service Commission to the 
President, April 15, 1874. 

Address before the American Social Science Association, May, 

1875. Transactions, No. 4. Boston, 1869. 

These two show how the civil-service rules were executed, their effects, and why they 
were suspended by President Grant. 

The Spoils System and Civil-Service Reform at the Post-Office 

and Onstom-House at New York. Sets forth the origin of that system, its 
disastrous effects at various periods ; explains the methods adopted for improv- 
ing the administration, the theory on which they rest, and their practical effects 
at those offices. 8vo, 136 pp. New York, 188 1, 50 cents. 

Garfield (James A.). Speeches in the House of Representatives, March 
14, 1870, and April, 1872, also Atlantic Monthly ', July, 1877, contain vigorous 
presentations of certain parts of the subject. 

Hayes (Rutherford £.). Annual Messages for 1879 and 1880, states 
the effects of the limited enforcement of the civil-service rules under his admin- 
istration. 

Jenckes (Thomas A.). First Report to House of Representatives con- 
tains bill (No. 8) to regulate the civil service, 2d session 39th Congress, January 
1867. 

Second Report, Congress, May 25, 1868. 

Speeches in Congress, January 29, 1867, May, 4, 1868, April 5, 1869, 

and especially, May 3 to 5, 1870. See Congressional Globe. 

Civil Service in the United States. North American Review, 

October, 1867. These several publications and speeches explain the origin of 
civil-service reform in the United States. 

Pendleton (George H.). Report of Select Committee to the Senate, 
February 16, 1881, contains a judicious bill for creating a Civil-Service Commis- 
sion, and a clear and forcible presentation of the need and advantage of legisla- 
tion on the subject. 

Prentiss (Rev. George L,j. Our National Bane. A short, candid and 
strong presentation of the need of reform. New York, 1877. 

(5.) Objections to Civil- Service Reform. 

Another Defence of the Civil-Service. A correspondent in The Nation, 
(New York) February 23, 1871, Vol. XII., pp. 123, 124. 

Anonymous. Will Democracy Tolerate a Permanent Class of National 
Office-holders ? Lippincott* s Magazine, December, 1880, pp. 690-97. 

Cameron (Angus). The Irrepressible Conflict Undecided. North 
American Review, May-June, 1878, pp. 494-96. 

Howe (T. O.). Is the Republican Party in its Death Struggle ? North 
American Review, May- June, 1878, pp. 398-401. 

Piatt (John I.). Civil Service Reform. The Galaxy, November, 1877 
pp. 654-661. 
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Rice (Gov. A. H.). Annual Message to the Massachusetts Legislature* 

January 4, 1878. 

Sumner (W. C). Presidential Elections and Oivil-Servioe Reform. 

Princeton Review^ January, 188 1, pp. 129-48. 

The author, himself an advocate of the need of reform, calls attention in this article to 
tome special points to be considered in connection with it. 

Tourgee (A. W.). Reform versus Reformation. North American Rcvuw t 
April, 1881, pp„ 305-19.) 

There is also a chronological review of the American sources of information, 
in a pamphlet entitled, The Literature of Oivil-Servioe Reform in the 
United States. By W. E. Foster. Providence, 1881. 
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<x. Ooquelin (Charles) and Ouillaumin. Dictionnaire de l'EZconomie 
Politique. Two vols. 4to, 970 and 883 pp. Paris, 1854. 

This is the only complete dictionary of political economy. It is a standard of great 
merit, its articles being written by the best F rench writers on economic science. There is 
no English translation. 

'Oodin (Jean B. A.). The Association of Capital with Labor. Being the 
Laws and Regulations of Mutual Assurance, regulating the Social Palace at 
Guise. New York S. S. Association, 1881, 50 cents. 

Pierce (Edward L.). A Treatise on the Law of Railroads. The most 
compendious and complete digest of the American and English law in the vari- 
ous relations of railroads to the public. Boston, 1881. 

Rylance (J. H., D.D.). Lectures on Social Questions. Competition, 
Communism, etc. New York, 188 1, 75 cents. 

Weeks (Joseph D.). Industrial Conciliation and Arbitration in Ne* 
York, Ohio and Pennsylvania. Pamphlet. Pittsburgh, Pa. Also included 
in the twelfth (1880) Annual Report of the Massachusetts Bureau of Statistics o( 
Labor, with comments by Carroll D. Wright, Chief. Boston, 1881. 

Arbitration and Conciliation ; their Practical Operation in the Settle- 
ment of Differences between Employers and Employees in England. 
8vo. Pittsburgh, Pa., 1879. 

Arbitration and Conciliation (Industrial) in France and England 
Address before the manufacturers and working-men of Pittsburgh, January, 1879. 
Pamphlet. Pittsburgh, Pa. 

Industrial Arbitration and Conciliation. Read before the American 
Social Science Association, Saratoga, September, 1879. Pamphlet and Proceed- 
ings of Association. Pittsburgh. 

The above comprise the best American discussions of this subject, and are highly re* 
commended. 

Wrigley ( ). Building Associations, and How to Use Them. 

iamo. Philadelphia, 1880. 
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SOCIETY FOR POLITICAL EDUCATION 

' . * 

THE Society for Political Education has been organized by citizens who 
believe that the success of our methods of government depends on the 
active political influence of educated, intelligence, and that parties are means* 
not ends. It is non-partisan in its organization, and is not to be used for 
any other purpose than the awakening of an. intelligent interest in govern- 
ment methods and purposes, tending to restrain the abuse of parties, and to 
promote party morality on both sides.,, 

' Its organizers number both Democrats and Republicans, and are generally 
agreed upon the following political convictions : 

The nation, parties, and public men, must keep good faith. / 

The right of each citizen to his free voice and vote must be upheld. 

Office-holders must not control the suffrage. 

The office should seek' the man, and not the man the office. 

Public service, in business positions, should depend solely on fitness and 
good behavior. 

The crimes of bribery and corruption must be relentlessly punished. 

Local issues should be independent of party. 

Coins made unlimited legal tender must be of full value as metal in the 
-markets of the world. 

Sound currency must have a metal basis, and all paper money must be 
•convertible on demand. \ 

Labor has a right to the highest wages it can earn, unhindered by public 
or private tyranny. 

Trade has the right to the freest scope, unfettered by taxes, except for 
government expenses. 

Corporations must be restricted from abuse of privilege. 

Neither the public money nor the people's land must be used to subsidize 
private enterprise. 

A public opinion, wholesome and active, unhampered by machine control 
is the true safeguard of popular institutions. 

Members of the Society are not necessarily required to agree with all the 
above, ' , 

The Society will carry out its objects by issuing annually, for its members, 
lists of books and tracts on current political and economic questions ; en- 
larging the Library for Political Education ; organizing Auxiliary Societies 
for debate, study, and correspondence ; forming Reading Circles ; urging 
the instruction of the ^oung, in the public and private schools, academies 
and colleges of the United States, in the first principles of economic and 
. political science, and aiding teachers with advice and information* 
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PREFACE. 



In preparing the list of subjects and questions here presented 
with a view of aiding special investigations, essay-writing or com- 
position, and for debates on the part of students, the Executive 
Committee of the Society for Political Education have had in 
view the supplying of a want which their experience has proved 
to exist and to be urgent, and which, heretofore, no attempt what- 
ever has been made to satisfy. Keeping also clearly in view the 
objects of the Society and the circumstance that it appeals for 
support to no one party, school, or sect, but to all who are desirous 
of acquiring and disseminating political and economic truths, 
the Committee have sought to make a suggestive rather than a 
complete collection of subjects and questions, and to also carefully 
avoid in their presentation or expression everything in the na- 
ture of party bias, or endorsement of any school or theory of polit- 
ical or social economy. 

Acting tentatively in the matter of arrangement, in this first 
edition, the collection has been divided and classified under three 
heads, namely : first, elementary definitions; second, subjects for 
essay writing or compositions ; and third, political and economic 
questions, already matters of controversy before the public, or 
which are likely to become such in the not distant future. 

The elementary definitions are placed first because the words 
employed involve some essential political or economic idea, some- 
times of the most abstract character, and without a clear under- 
standing of which no profitable discussion of the questions in the 
subjoined lists can be expected. Students should be careful to 
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master the scientific and not the popular definition or meaning 
of these words ; and the determination of these accurate distinc- 
tions will undoubtedly be found to prevent misunderstanding and 
useless debate between disputants. 

The list of subjects for essays has been made Up with a view 
of inducing a habit, on the part of students, of examining carefully 
into the facts or data of political and economic science, and of 
determining the laws which underlie their several departments, 
irrespective of any actual or controverted application. There is 
always a liability to engender and strengthen mental bias or preju- 
dice, by undertaking to investigate with the object of upholding a 
preconceived opinion or a partisan position, which is almost en- 
tirely avoided when the inquiry is made abstract. Thus, for ex- 
ample, if a student, born and raised in an atmosphere, so to speak, 
of either protection or free trade, starts to investigate with the 
opinion that one of these economic ideas must be right and the 
other wrong ; or, in the department of general taxation, assumes at 
the outset of his inquiry that in order to tax equitably, it is neces- 
sary to tax everything bearing the name of property at an equal 
and corresponding rate, the chances are he will find himself at 
the conclusion of his investigation travelling in pretty much the 
same rut in which he commenced. If, on the contrary, he abstains 
from adopting any theory in the outset, and confines himself to 
first collecting and then weighing and comparing the best evi- 
dence, pro and con, the chances are that, with a fair mind, he will 
come out right ; or if not right, with better reasons for the faith 
that is in him than are possessed by the majority of those with 
whom he proposes to act in sympathy ; and knowledge gained un- 
der such circumstances is always power. 

The list of questions presented as a basis for debate include 
many which involve legal, political, and economic ideas or princi- 
ples which conflict. 

In discussing such it would be well, therefore, to keep in mind 
that many legal questions rest on precedent or legal fictions which 
are assumed in order to simplify the administration of government 
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PREFACE. . V 

and facilitate the action of courts of justice, and that many political 
questions hinge on sentiments which are local ; while economic 
questions rest on laws which operate irrespective of legal prece- 
dent, political sentiment or locality. Hitherto, in the United 
States our political reasoning has been so much occupied with the 
legal and political aspect of social questions that the purely or 
more strictly economic questions of modern civilization and gov- 
ernment have been, in a great degree, withdrawn from public at- 
tention. But with the settlement of the great local questions 
which have, in recent years, been so prominent, economic ques- 
tions are now sure to come to the front, and to constitute the 
issues on which parties are to be organized and the policy of gov- 
ernment determined. It is therefore suggested that it might be 
more profitable, in analyzing the mixed questions above mentioned, 
to re-examine, in the light of economic laws, the current legal sanc- 
tions and the political axioms involved, rather than to assume, with- 
out question, that they are right because they are usually accepted. 
As it is in contemplation to revise and add to this list of sub- 
jects and questions from time to time, as occasion may offer or 
public demand may require, the Executive Committee would be 
happy to receive suggestions from members of the society respect- 
ing what may seem to them desirable amendments or additions. 
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POLITICAL AND ECONOMIC SUBJECTS 
AND QUESTIONS. 



PART I. 
ELEMENTARY DEFINITIONS. 

Define the following economic terms ; point out the distinction 
of any two or more of them ; show their relation to each other, 
and analyze their elements. 

Ethics, Politics, Economics — Statistics and Laws — Wealth, 
Resources and Property — Origin of Property — Utility, Value and 
Price — Productive and Unproductive Labor — Supply and De- 
mand — Wages, Profits, Interest, Rent, and Insurance — Real and 
Money Wages— Capital and Labor — Credit and Capital — Fixed 
• and Floating Capital — a Bank of Deposit and a Bank of Issue — 
a Mortgage, a Government Bond, a Bank Bill and a Bill of Ex- 
change — a Railroad Share and a Railroad Bond — Money and 
Currency. 

A Tax, a Tribute and an Arbitrary Exaction or Spoliation — 
Direct and Indirect Taxes, with illustrations of each — Ad-valorem, 
and Specific Duties, Excise, and Stamp Taxes — a Prohibitory, a 
Protective and a Revenue Tariff — Reciprocity in Trade. 

Competition and Monopoly — a Government Subsidy or Bounty 
—Commerce and Trade — The Instrumentalities of Commerce. 

A Corporation and a Partnership — a Contract and the Funda- 
mental Laws of Contracts ; a Franchise ; the Relation of Fran- 
chises to Property — a Fee Simple. 

Ricardo's Theory of Rent. — Malthus' Theory of Population. 
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2 POLITICAL AND ECONOMIC SUBJECTS AND Q UESTIONS. 

PART II. 

SUBJECTS FOR ESSAY WRITING OR COMPOSITIONS. 
GOVERNMENT. 

The "paternal" and "non-interference" theories of govern- 
ment. — Centralization and decentralization in government; their 
advantages ; their disadvantages ; their limits. — The characteristic 
difference between a free or constitutional government, a mon- 
archy, an oligarchy, and a despotism. — Discuss and exhibit Alex- 
ander Hamilton's view of the theory and functions of the gov-" 
ernment of the United States. — Representative government and its 
•elements. 

Contrast the present mode of electing representatives with the 
system of " minority representation," the advantages and defects 
of each. — Describe the various modes of securing " minority repre- 
sentation." 

The election laws of your state — of other states. — The duties 
of public officers, town, county, state, and national. — Compare 
these with the duties of similar officers in other states and coun- 
tries. — The qualifications of voters in your own state, and in other 
states. — Of candidates for office, town, county, state, and national. 
The difference between municipal and state governments. — The 
relation of good government to the increase of wealth and to pub- 
lic morals. — The meaning and the theory of the so-called "Laisscz 
faire " System of government. — The meaning of " Communism " 
and " Socialism." — The advantages and disadvantages of universal 
suffrage. 
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POLITICAL HISTORY. 

Enumerate the mistakes and bad measures of government as 
supported by each of the dominant parties, and compare the same. 

Enumerate the good measures proposed or enacted by each of 
the dominant parties. 

State and discuss the measures proposed by the Democratic 
party to-day on money, legal tender, banking, revenue, taxation, 
public improvements, the distribution of public lands, the limita- 
tions of the federal authority, civil- service reform, free trade, pro- 
tection, and the responsibility of a representative to his constituents. 

Make the same examination as to the Republican party. 

Make the same examination as to the Whig party. 

Make a comparison between the Republican, the Democratic, 
and the Whig parties, as to their treatment of the above men- 
tioned questions. 



POLITICAL ETHICS. 



The limitations which efficiency in the civil-service imposes 
upon the partisan activity of those holding public office. — The 
limitations of legitimate party action as to the selection and 
duties of civil-servants. 

The limits of fealty to party by the voter. 

The obligations of a representative to carry out the provisions 
of the party platform. 



CIVIL-SERVICB REFORM. 



Define civil-service reform. — The English system of civil ser- 
vice, its history, its present condition, its lesson, — The United 
States civil service, its history, its defects, its remedies. 

The effects of civil-service reform on party morality, on the 
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4 POLITICAL AND ECONOMIC SUBJECTS AND Q C/ESTIONS. 

cost of government, on the efficiency of the public service. — The 
degree of good civil-service reform which the executive may ac- 
complish without the co-operation of Congress. 

Competitive examinations, the theory on which they rest. — 
Their practical effect on public administration, on education, on 
the character of applicants for government employment. 

Rotation in office, the theory and extent to which it is defensi- 
ble or advantageous. — The effect of promotion on the basis of 
merit. — The extent to which the promotion of subordinates in the 
post office and customs departments may be advantageously prac- 
ticed. 

The origin, history and evils of the " spoils system " in the 
United States. — The effects, good or bad, attending the interfer- 
ence of members of Congress with the exercise of the appointing 
power of the executive. — Why Congress is likely to be slow and re- 
luctant in extending civil-service reform, — The evils attending a 
four-year tenure of office on the part of our civil servants. — The 
evils of political assessments. 



WAGES. 

* Sources of payment of wages. — What elements concur to yield 
the maximum of wages to the laborer. — The causes which produce 
a difference in the rate of wages. — Compare these causes in one 
country with those in another. 

The effect of the increase pf wealth and the increased power of 
production on poverty. — The preventable causes of pauperism.— 
Of crime. 

Whether there is any natural conflict or antagonism between 
capital and labor, or only a misunderstanding of proper methods of 
adjustment between employers and employed. 

Whether there is any better method of remunerating labor than. 
by the " wages system." 
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TAXATION. 

Objects and natural limitations of taxation. — On whom the 
burden of taxation ultimately rests. — Do taxes diffuse themselves, 
and in what way ? — The ultimate effect whether taxes are paid out 
of capital or income. — The relation of taxation to 1 the rise and fall 
of profits and wages. — The difference in the levying of taxes on 
land, capital, profits, wages or income. — The incidence of taxa- 
tion and its bearing on public welfare. — Whether high or low 
duties yield most revenue. — If it be desirable to decrease our 
revenue, what taxes should be first abolished. — What meaning, if 
any, attaches to the expression " a tariff for revenue with incidental 
protection." — The best method of taxing railroad corporations and 
property. — What, under the Constitution of the United States, are 
direct and indirect taxes? — What constitutes an exemption in 
taxation. — The relation of Ricardo's Theory of Rent to the burden 
of taxation. 



MONEY. 

Origin and history of money. — Whether bullion differs in any 
respect from any other commodity in commercial exchanges. — The 
comparative prices of gold and silver in different countries. — The 
depreciation of coins in Venice, England, the United States, and its 
causes. 

What is legal tender money in this country and in other coun- 
tries ? — The experience record of the issue of irredeemable paper 
money by governments. — What would be the effect of a legal ten- 
der act enforcing the fulfilment of all contracts in the specific kind 
of money promised, whether gold, silver, or paper dollars ? — What 
was the origin, and what the functions of the bank of Venice ? 



Digitized by VjOOQlC 
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COMMERCIAL SUBJECTS. 

Whether our great rivers and lakes are properly utilized in the 
transportation system to the sea-board. — Whether there is any es- 
sential difference, economically considered, between agricultural, 
manufacturing and commercial industries. 

Compare the proportion of manufacturing and mining industry 
to agricultural, at different decades, in the United States. Make 
the same comparison as to each State. — The development of man- 
ufactures in the South and Southwest, and its significance. 

Discuss and exhibit the origin, provisions and influence of the 
navigation laws of the United States. — Of other countries. — Con- 
trast the same with each other. — What is meant by a " merchant 
marine." 



MISCELLANEOUS. 



What elements concur to yield the maximum of profit to the 
capitalist ? The regulation by law of railways in Massachusetts, in 
England, in Belgium, in France. — Whether checks should be im- 
posed on banking by the federal government. — If so, of what nature, 
and to what extent ? 

What has become of the great accumulations of wealth known 
to have been in the possession of many nations of antiquity ? 

Whether a mortgage is property, independently of the real estate 
upon which it is a lien. 

The need of more general instruction in our schools, in politi- 
cal and economic science. 

Can the rudiments of political and economic science be taught 
to advantage in elementary schools and to both sexes ? 
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PART III. 
QUESTIONS FOR DEBATE. 

QUESTIONS INVOLVING THE FUNCTIONS AND LIMITS OF 
GOVERNMENT. 

Does the constitutional power of Congress to regulate com- 
merce between the States empower it to regulate rates of railroad 
transportation either within the territory of a State or between 
different States ? 

Is the business of transportation and telegraphing to-day so 
essentially different in its nature fr.om the business of a baker, a 
corn-factor, or a wool-grower, that the former now require regula- 
ting by law, any more than the latter needed such regulation in 
the seventeenth century ? 

Should government own and operate the railroads, or the tele- 
graphs ? 

Is it a proper function of government to furnish free transpor- 
tation to shippers of merchandise ? 

Should the state ownership of canals be abolished ? 

Would a national board of health with power to regulate inter- 
state sanitary affairs during epidemics be vested with dangerous 
powers of centralization ? 

Is banking a legitimate function of a free government ? 

Are post-office savings banks a desirable, practicable; and 
proper function of government ? 

Is it constitutional or expedient for voters to bond their counties, 
towns and cities, or for the people to vote and impose taxes in aid of 
railroads, manufacturing or other private companies or corporations ? 

Is it politic for the federal executive to have the power to 
supervise the election of members of Congress, and of the electoral 
colleges ? 
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Is it an infringement upon the rights of citizens for govern- 
ment to levy taxes for any other purpo se than revenue ? 

Has a state a moral (or constitutional) right to tax the property 
of its citizens situated beyond the jurisdiction or territory of tke 
taxing power ? 



POLITICAL ETHICS. 



Is it honest or politic for a nation or state to "scale " its debt ? 

Does good faith or good policy require the payment in gold 
coin of the United States bonds which are made payable in u coin ?" 

Was it just for the supreme court of the United States to con* 
strue the legal tender act so as to compel acceptance of paper 
money as payment on a contract which was drawn when only 
coin was a legal tender ? 

Has a public officer a right to grant a favor or give an advan- 
tage to his party at the public expense ? 

Has he a right to reward a political service by bestowing 
patronage ? 

May a superior officer in the civil service rightfully use his 
official authority to influence or coerce the votes of his subor- 
dinates ? 

Is it proper for judges and legislators to accept and use free 
passes on railroads ? 

Is there any moral obligation on a government to extradite 
persons — natives of other countries-— -charged by the official repre- 
sentatives of such countries with criminal offences ? 



ADMINISTRATIVE QUESTIONS. 

Are the present constitutional provisions respecting disputed 
presidential elections adequate ? 

Should members of the cabinet be chosen exclusively from that 
^arty which has elected the president ? 
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Is it politic to regard cabinet appointments as a means for con- 
ciliating and harmonizing the sections of a party ? 

Would the election of members of the cabinet from the ma- 
jority in Congress increase party responsibility in matters of gov-* 
ernment ? 

Should members of the cabinet have seats on the floor of Con- 
gress and a voice in its debates ? 



CIVIL-SERVICE REFORM. 



Would competitive examinations, tenure during good behavior 
and promotion for merit be sufficient guarantees for a good civil 
service ? 

Is civil-service reform essentially democratic in spirit and ten- 
dency ? 

Would its introduction tend to purify parties ? 

Would it improve the administration of municipal corpora- 
tions ? 

Would it benefit the government of towns and villages ? 

Is " rotation in office " defensible or advantageous on any 
theory ? 

Is it an evil that the confirmation of the senate is necessary to 
the appointment of so many civil servants ? 

Do political assessments tend to make the civil service inef- 
ficient ? 

Does the efficiency of the civil service require that its officers 
should be prohibited from taking part in political management ? 

Can the withdrawal of office-holders from political manage- 
ment be best effected by executive and legislative action, or by 
the pressure of public opinion ? 

Is the force of our civil service unnecessarily large for the work 
performed ? 

Should faithful civil servants, when retired, be pensioned ? 
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Under a democratic form of government, ought pensions to be 
granted by the government to any person who has other ample or 
adequate means of support ? 

Is the compensation of our civil servants generally too large ? 



MUNICIPAL GOVERNMENT. 



Should municipal government be organized on the plan of a 
state government or that of a financial corporation ? 

Is not the New England town-meeting the cheapest and most 
effective system of municipal government ? 

Should cities be divided into wards for legislation after the 
manner of the town-meeting ? 

Should the administration of police, health, etc., departments 
of municipal government be intrusted to boards or commissions 
appointed by the governor of the state ? — or by the state legisla- 
ture ? — or by the mayor of the city ? 

Should not the only executive officer elected in a city be a 
mayor, who should appoint and be responsible for the action of all 
other executive officers ? 

Ought the qualifications of voters in municipalities to be more 
restricted than the qualifications for general state and federal 
voting ? 

Has experience in the government of large cities in America 
indicated that universal suffrage is incompetent to protect property 
and preserve order ? 

Is it possible for such suffrage to exercise the power honestly, 
justly and economically in levying and expending of taxes ? 

Would minority representation or cumulative voting correct 
defects in municipal administration ? — If so> what defects ? 

Has it been found necessary for the external power of the state 
to intervene to secure the efficient exercise of the police power in 
large cities ? 
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Should not taxes for municipal expenditures be levied exclu- 
sively by representatives elected by property owners ? 

Should not disbursements be made by a similar body ? 

Should valuable franchises be given to corporate bodies by the 
city (or state) government without some adequate return to the 
granting power ? 

SUFFRAGE. 

Is suffrage a natural right or a political privilege ? 

Should there be a property qualification for suffrage ? — or an 
educational qualification ? 

Should electors for President and Vice-President be elected by 
the vote of congressional districts with two at large for each state, 
instead of upon general ticket ? 

Should the President be elected directly by the people ? 

Should he be eligible for re-election ? 

Should his term of office be extended ? 

Should judges be chosen by popular vote ? 

Should elections for state officers which are now- held annually 
be held biennially. 

Should the boundaries of congressional districts be subject to 
re-arrangement for political reasons ? 

Should the members of the (national) House of Representatives 
be chosen, like the two senators, without regard to residence in 
any particular locality in the state ? 

Ought considerations of national or state politics to affect the 
voter's action in municipal matters ? 

Has the election of women as officers of school boards in sev- 
eral states proved beneficial ? 

Has the right of women to vote for school officers been a pub- 
lic advantage ? 

Ought not the voter to be allowed to determine whether he 
will cast his vote in the poll district where he dwells or in that in 
which he does his business ? 
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INDUSTRIAL QUESTIONS. 

Does the rate of wages depend most on the efficiency of labor, 
the efficiency of machinery (capital), or the protection of industry 
by statute ? 

In a manufacturing industry is it not true that the operatives 
who receive the highest wages produce goods at the lowest cost ? 

Is poverty more prevalent at present in the United States than 
fifty or a hundred years ago ? 

The same question as to England, France, Germany, and other 
countries of high civilization. 

Has the application of labor-saving machinery to the useful 
arts ever permanently impoverished a nation or any portion of its 
people ? 

Are co-operation and industrial arbitration a cure for strikes 
and lock-outs ? 

Is the American mechanic "too well off to organize co-operative 
industries ? 

Would capitalists be benefited by distributing a portion of 
their profits among their employees ? 



PUBLIC DEBT. 

Is it any advantage to a State to have a sinking fund ? 

Should the annual appropriation for the sinking fund be em- 
bodied and kept as a separate fund, or be applied directly in pay- 
ment of indebtedness ? 

Is the annual appropriation for the sinking fund necessary to 
keep good faith with the nation's creditors ? 

Which should be first paid^the bonded debt of the United 
States, or the debt which does not bear interest ? 

Is it practicable to refund the debt of the United States at the 
rate of three per cent or less ? 
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What is likely to be the average rate of interest in the United 
States for the next quarter of a century ? 
On what does the rate of interest depend ? 



THE* SILVER QUESTION. 



Does the value of bullion ultimately rest on the cost of pro- 
duction ? 

Does the value of coin depend upon the law which constitutes 
it a legal tender, or upon the weight of- metal contained in the coin ? 

Is the maintenance of a double standard of value in exchanges 
practicable ? 

Could bi-metallism be maintained by the United States with- 
out the co-operation of European nations ? 

What are the advantages (or disadvantages) of mono-metallism, 
and if mono-metallism is the better system, should gold or silver 
be the standard ? 

If bi-metallism be adopted, how shall the ratio of value between 
the two metals be maintained ? 

Is it expedient to continue to issue legal tender silver dollars 
of 412$ grains in limited quantities ? 

Would there be any advantage in holding the larger part of 
the metallic reserve as bullion, and coin only such a part as .is 
needed, or as is called for ? 

Would the free coinage of silver at the present standard be a 
public advantage provided the coin should be a legal tender, in 
sums not exceeding three dollars ? 

Is there any public necessity for legal tender laws ? 

Are legal tender acts just or politic ? 
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CURRENCY. 

Has the federal government a constitutional power to issue legal 
tender paper money in time of peace ? 

Is it to the public interest that the national government should 
issue any form of currency during times of peace ? 

Is the substitution by government of npw greenbacks for those 
worn or mutilated which are presented for payment at the treasury 
an issue of new greenbacks ? — Is it constitutional ? 

Should the national bank bills be retired and replaced by a 
new issue of greenbacks ? 

Is not the use of legal tender notes by the federal government 
nominally redeemable in coin, subject to dangers as great as the 
use of irredeemable notes ? 



NATIONAL BANKS. 



Is the basing of the national currency on the public debt as a 
collateral security in accordance with the laws of sound finance ? 

What will be the effect of paying the national debt on the sta- 
bility of the national banks ? 

Should the national banks be re-chartered when the present 
charters expire ? 

Should they be compelled by law to secure their circulation 
with those United States bonds bearing the lowest rate of interest ? 

Ought the government to tax the circulation and deposits of 
national banks? 

Is it a legitimate function of government to require banks to 
protect their deposits and depositors by holding a reserve of notes 
or bonds for such purpose ? 

If so, why should not a like interference be exercised in respect 
to private banks and bankers, and to all fiduciary corporations in 
which the interests of large numbers of the thrifty are involved ? 
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Is the prohibition of loans by national banks on security of 
real estate based on sound views of the functions of banking ? 



TAXATION AND TARIFF. 



Who pays the taxes, the primary tax payer — capitalist, land- 
owner, laborer, artisan or professional man, as such — or the ulti- 
mate consumer of commodities ? 

Do all taxes tend to diffuse themselves, or to rest on the indi- 
vidual, or property, upon which they are primarily assessed ? 

Is it necessary to assess every article of value at an equal or 
corresponding rate, in order to tax an entire community equi- 
tably? 

Is a tax on farming lands and mines in proportion to their 
productiveness one which can be charged to the consumer or 
which rests upon the owner ? 

Should taxes be levied exclusively on land ? 

Can an income tax be assessed equally and with justice ? 

Is a graduated income tax just or expedient ? 

Does the taxation of capital used in trade and manufactures 
decrease the chances of employment among laborers ? 

Does a tax on capital tend to drive it away to another state 
where no such tax exists ? 

Is the taxation of foreign capital a greater detriment to the 
country than the value of the tax ? 

Is it politic for a state to impose a tax which is easily 
evaded ? 

Is it politic to impose high taxes on articles like distilled or 
fermented spirits, tobacco, or opium ? 

Is the taxation of bank shares in addition to the taxation of 
bank capital a double taxation ? 

Is the taxation of both lands and mortgages just or politic ? 

Are credits proper subjects of taxation ? 
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y Should a tariff be exclusively levied for revenue ? 

Should it be collected on a few articles easily assessable ? 

Should the United States internal taxes be abolished and a 
pro rata tax be assessed on the several states, to be collected by 
their officers for the national government ? 

Should the national, state, or municipal legislatures be re- 
stricted in their power to levy taxes? — If so, how and to what ex- 
tent ? 

Should they be inhibited from giving subsidies, granting lands, 
or other public property to private individuals or corporations ? 

Should counties and towns or cities be prohibited from bond- 
ing their districts or imposing taxes in aid of railroad, manufac- 
turing or other private corporations ? 

Will the remission of state, county and municipal taxes to favor 
special manufactures contribute to establish such enterprises on a 
basis of permanent prosperity ? 

Is such discriminative remission of taxes contrary to equity ? 
— To the constitution ? — To the public advantage ? 



FREE TRADE AND PROTECTION. 

Does protection increase the purchasing power of wages ? 

Does it raise the value of farm products, or only their money 
price ? 

Does it permanently increase the profits of capital to the man- 
ufacturer ? 

Does the protection of one industry work to the detriment of 
some other industry which is not protected ? 

Does protection sacrifice the interests of the citizen as a con- 
sumer, to his interests as a producer ? 

Does protection protect ? 

Can a nation under any circumstances increase its wealth faster 
under a protective tariff than under a tariff for revenue only ? 
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Was the unprofitableness of our iron industries between 1873 
and 1878 mitigated by protection ? 

Was the improvement of our iron industries between 1879 and 
1 88 1 due to protection or to other causes ? 

Has protection benefited or injured our ship-building in- 
terests ? {Other industries may be substituted.) 

Can a nation, by any possible form of tariff, shift the burden 
of such taxes upon the foreign producer with whom it exchanges 
products ? 

Can the foreign manufacturer compete in our home market in 
spite of protection ? 

Are the costs of carrying bulky products necessarily paid by 
the exporting or importing nation ? 

Does the constitutional power to regulate commerce give Con- 
gress authority to exempt ships engaged in foreign trade from 
State taxation ? 

Is free trade advantageous to a nation without reciprocity by 
the nations with whom it trades ? 



CORPORATIONS. 



Is a large corporation extending its business into several States 
necessarily a monopoly ? 

Are railroads, telegraphs, financial, mining and manufacturing 
corporations, organized under general statutes, monopolies ? 

Is it possible to carry on the world's business under the pres- 
ent requirements of civilization, production and distribution with- 
out the association of capitalists ? 

If large association of capital is necessary to meet the world's 
present requirements for production and distribution, must not 
such an association necessarily strive to become a monopoly in 
order to work most effectively ? 

Does the facility for collecting information by means of the 
modern instrumentalities for intercommunication, tend to concen- 
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trate the faculty for accumulating capital in the power of the few 
most courageous, intelligent, and honest ? 

Does the tendency to aggregate capital in the hands of per- 
sons, natural or corporate, tend to concentrate the control of so 
ciety in the hands of the few ? 

Does the tendency of the present age to concentrate many 
different departments of exchange or production, formerly carried 
on separately, into single gigantic establishments, thereby destroy- 
ing the opportunities for independent occupation or employment 
formerly enjoyed by many small producers, shopkeepers and mid- 
dlemen, contribute to public benefit or injury ? 

Does such tendency to concentrate capital and therefore power, 
in the hands of the few, render necessary an extension and de- 
velopment of the functions of government, whereby the mass of 
society may protect itself against an otherwise irresistible and irre- 
sponsible power. 

Is it possible for government to devise any system of statutory 
regulation which can be made effective to control this form of in- 
dustrial and commercial development ? 

Would co-operation between employer and employee be a more 
effective remedy than legislation ? 

Would the substitution of individual responsibility of directors 
and shareholders for corporate responsibility tend to check the 
abuses of moneyed corporations ? 

Do the advantages of large corporations outweigh their defects ? 



MISCELLANEOUS. 



Should usury laws be maintained or repealed ? 
Should there be a national bankrupt act ? 
Should any part of the public school fund be used to support 
sectarian schools ? 

Does the incorporation of the higher departments of education 
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in the common school system tend to the material, moral and men- 
tal elevation of the masses of the people ? 

Should the education in public schools be restricted to read- 
ing, writing, arithmetic, elementary geography, history, and the 
rudiments of the English grammar ? 

Should the several states maintain a large and efficient militia? 

Is the unlimited immigration of Chinese desirable or politic ? 

Does, the immigration of the Chinese differ in its political, 
economic or social effects from the immigration of any other for- 
eign people ? 

Ought the offence of smuggling, or the evasion of duties (tariff) 
on imports to be considered in the nature of a crime ? 

Is there anything morally wrong in endeavoring to make money 
or accumulate riches ? 

Are rich men under any moral obligation to give or bequeath a 
part of their wealth to the communities in which they live ? 
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The following questions have within recent years been selected 
as subjects for discussion by the Political Economy Club of Lon- 
don ; among the founders or members of which are included the 
names of Geo. Grote, John Stuart Mill, William Newmarch, Thom- 
son Hankey, Walter Bagehot, Sir John Lubbock, W. R. Greg, Mr. 
Gladstone, Robert Lowe, G. J. Goschen, Prof. Cairnes, Bonamy 
Price, Thorold Rogers, Henry Fawcett, and others. 



To what extent are considerations of justice and morality ad- 
missible in the discussion of questions of Political Economy ? — 
?. M. Macleod. 

What is the value of moral education to economical improve- 
ment ; and conversely, what are the bearings of economical pros- 
perity on moral excellence. — John Stuart Mill. 

Are there any reasons for believing that a law designed to di- 
minish the prevalence of credit in the country, by denying legal 
validity to debts of longer standing than say six months, would be 
economically advantageous ? — W. Newmarch. 

Considering that the extra services and the extra supplies of 
commodities required for the purposes of a war are actually pro- 
vided or consumed during each year of war, how far, if at all, is it 
true, that a loan enables the community to throw a part of the 
burden of the war upon posterity ? — J. A. Hankey. 

Is a uniform income tax in accordance with the just principles 
of taxation ? — Robert Lowe. 

What is the most convenient definition of the word " Tax ? " — 
Thorold Rogers. 
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What is the most convenient definition of political economy ? — 
Nassau William Senior. 

What are the legitimate limitations to be applied, on economical 
grounds, to the absolute power of settling property ? 

Is it expedient that cab-fares in large cities should be fixed by 
law ? — Sir Rowland Hill. 

What is the best definition of productive and unproductive 
labor, and of productive and unproductive consumption ? — J. S. 
Mill. 

Is the word Capital most properly used to designate certain 
kinds of wealth, namely food, implements and materials ; or should 
it rather be applied to all wealth, of whatever kind which is, or is 
intended by its owner to be applied to the purpose of reproduc- 
tion ?— /. S. Mill. 

When a loan is to be raised for warlike or other unproductive 
expenditure, is it more advantageous (on general principles) to 
borrow of countrymen or of foreigners ? — Herman Merivale. 

What are the elements which should be reckoned in any nu- 
merical calculation of national wealth ? 

What would be the effect on literary produce and literary pro- 
ducers of a total abolition of copyright ? 

What is the true relation of money to the rate of. interest ? — 
Professor JBaines. 

What is the meaning of supply, and what of demand ? Is it 
correct to say that supply and demand determine price ? If not, 
in what manner is it that supply and demand affect price? — 
William T. Thornton. 

Is there reason to believe that it has been practicable to estab- 
lish on a large scale, plans under which persons employed may be 
remunerated, wholly or partially, by participation in the profit 
and loss results of the business carried on by their employers ? — 
W. Newmarch. 

What legislation, if any, either modifying the general laws of 
immovable property, or conferring special facilities, financial or 
otherwise, would be desirable, in order to promote the erection of 
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adequate dwellings for the working classes, and the disposal of 
such dwellings among them when erected ? 

Has the compulsory division in France of landed property 
among the descendants of deceased owners, been economically 
beneficial to that country, or the reverse ? 

Is it true, upon economic principles, that the commercial rela- 
tion between employers and laborers ior hire is necessarily one of 
antagonism ? — W. 12. Greg. 

Are prohibitions of contracts in restraint of trade in accordance 
with sound economical policy ? 

Is the doctrine of the equality of the rate of profits well 
founded ? 

Does the theory of the different fertility of soils account for 
the origin of and increase of rent, and if not, how is the phenom- 
ena of rent to be explained ? 

To what extent can government interfere with advantage with 
the business of life insurance with a view of preventing misman- 
agement and insolvency ? 

Assuming that there are industrial undertakings which compe- 
tition cannot regulate, what is their character, and the best mode 
of dealing with them ? 

Upon what principles, if any, can an arbitrator between mas- 
ters and men, during a strike, decide in favor of one or other ? — 
Walter Bagehot. 

It has been proposed to appropriate to the use of the State the 
increment of the rent of lands consequent on the development of 
society. Is it practicable or desirable to act on this proposal ? 

What is likely to be the effect of the nine (or eight) hours move- 
ment, if made general, on the productive power of the country ? 

Is open competition the universal and unmixed economic good 
it is usually represented to be ? 

What are the principles which should govern the action of the 
State in dealing with waste lands ? 

Is there any sufficient reason for exempting from the operation 
of a tax on income, the revenues of charitable institutions ? 
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To what extent have the poorer classes of this country partaken 
of the large increase of the last hundred years in wealth, and its 
attendant conveniences ? 

What is the nature of the process by which the influx of the 
gold from California and Australia has added and is still adding to 
the wealth of the world ? 

What are the causes which prevent the poorest classes in this 
country from enjoying a large share in the advantages of our in- 
creasing wealth and the progress of improvement ? 

How far ought the experience, acquired since the time of Mal- 
thus, to modify our views respecting the truth of the principles 
laid down by him on the subject of population, or their bearing on 
social and political questions ? 

To what an extent is an increase in the price of stock-ex- 
change securities, an increase in public wealth ? 

What is the most convenient definition of the term "Raw 
Materials?" 

Are there any sound reasons for considering the price of labor 
to imply any economical conditions essentially different from 
those implied by the price of commodities ? 

For the purpose of taxation, what is the most scientific and 
practical definition of the word " income ? " 

Are there any circumstances which may warrant the adoption 
by nations of protective measures directed against certain results 
of " free trade in labor? " 

What is the relation of value to utility and labor? — Prof. 
Jevons. 

In what departments of political economy may it be safely 
considered that certain propositions of universal application have 
been discovered and established ; and in modification of which 
local and special causes cannot be used ? 

What are the considerations, if any, which should induce a 
country to discourage or prevent the exportation of commodities 
in the production of which it possesses pre-eminent or exclusive 
advantages ? 
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QUESTIONS DISCUSSED BY THE SOCKETS D^ECONOMIE 
POLITIQUE, OF PARIS, FROM THE TEARS 1865 TO 1874. 



Should not the business of large moneyed corporations be ex- 
clusively entrusted to men who will devote themselves entirely to 
the work of achieving success ? — Mons. Robinot. 

What constitutes the historical method ? — How can such method 
be applied to political economy ? — Courcelle-Sdneuil. 

Should the tariff, abolished as a protective policy, be continued 
as a fiscal measure ? — M. de Zavergne. 

Should the state give aid in times of famine ? — Can it thus in- 
tervene usefully ? — Mons. Clamageran. 

Is a fall in the rate of interest a sign "of public prosperity ? — 
Count Wolowski. 

Is the wages system a normal condition of human society ? — 
Joseph Gamier. 

What constitutes justice in matters of taxation? — Joseph 
Gamier. 

How can the taxation of raw materials be avoided ? — Joseph 
Gamier. 

Necessity of maintaining the freedom of trade combinations 
[either of employers or employees].— A. Cochut. 

Is there a science of finance ? — Mons. Dupuit. 

Are there not more analogies than differences between a tax on 
income and a tax on capital ? — Henri Baudrittari. 

Is gratuitous education at state expense conformable to the 
doctrines of political economy ? — Mons. Qutjano. 

Is compulsory education conformable to the doctrines of politi- 
cal economy ? — Joseph Gamier. 

Does ground rent differ from interest on capital? — Fridiric 
Passy. 

What must be thought of the system of participation in profits 
[cooperation] as a means of preventing strikes ? — Jules Duval. 
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PREFACE. 



In no one department of economic science in the United States is 
there more of old, blind, unreasoning prejudice, more of opposition to 
the progress of liberal ideas, and more of ignorance of the world's 
experience, than in respect to the so-called "usury laws" Nearly all 
of the leading nations of Europe have, as the result of centuries of 
experience, abolished them. Fourteen of the present (1881) forty-seven 
states and territories of the Federal Union have wiped them off their 
statute books. And in no instance has any permanent bad effect been 
proved to have followed their repeal; neither has any state which has 
for any reasonable period tried the two systems of restriction or freedom 
in respect to contracts for the loan of capital been known to go back to 
the policy of restriction. Notwithstanding this record of experience, 
great states like New York, Virginia, and Oregon retain upon their 
statute books laws — which they cannot enforce — for the regulation ot 
the loan of capital, which are patterned after the legislation of the dark 
ages, and obstinately resist any attempt to amend or repeal them. 

The Executive Committee of the Society for Political Education are 
of the opinion, therefore, that they can render no better service to the 
cause of economic truth and to their members, than by presenting in a 
compact and readable form, the leading facts and arguments bearing 
on the liberal side of this question. They accordingly offer in this, the 
fourth tract of their series of economic publications, 1st, The substance 
of the famous series of letters written by Jeremy Bentham of England, 
in 1787, in defence of usury, and which after the lapse of nearly a 
century since their first publication, are still acknowledged to be un- 
surpassed for their clearness and cogency of argument. It was from 
the perusal of these letters that Adam Smith is said to have been led 
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to entirely change the views on the subject of usury which he enter- 
tained at the time of his writing " The Wealth of Nations." It is also 
interesting to note that they were republished by order of the Legislature 
of the State of New York, in 1837, for distribution as a public document; 
but apparently with no beneficial result so far as the influencing the 
opinion of the people of New York was concerned. The only part of the 
original text of these letters which has been here omitted is that which 
has no bearing of interest on the present condition of affairs in the 
United States. 2d, The famous letter of John Calvin, written in 1579, 
in which this famous theologian denies that the authority of the Scrip- 
tures is adverse to the lending of money for interest or usury; and also 
for the first time refutes the doctrine of the Greek philosopher, Aristotle, 
— then almost universally accepted, that " money was barren "; *". e., 
incapable of producing anything, and that therefore the taking of any- 
thing for its use was contrary to nature and not to be defended. 
3d, The best modern and popular discussion of the subject, in the 
shape of a speech before the House of Representatives of the State of 
Massachusetts in 1867, by Hon. Richard H. Dana, Jr., — a speech which 
is said to have been mainly instrumental in inducing the Legislature 
of that state to forthwith repeal its former statutes in respect to usury, 
and make freedom rather than restriction the rule henceforth within 
its territory in respect to the borrowing and lending of money. 4th, A 
review of the present status and recent experience in respect to usury 
laws in the United States and Europe, with some additional arguments 
on the subject by David A. Wells. 

Text books on political economy and fiscal science, while generally 
treating of the usury laws, seldom enter with any great fulness upon 
the discussion of the subject. The present publication will, therefore, 
it is believed, supply a want which has heretofore existed. 

New York, September, 188 1. 
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AN EXPOSITION OF THE IMPOLICY OF LEGAL RESTRAINTS 

ON THE TERMS OF PECUNIARY BARGAINS; IN 

THE FORM OF A SERIES OF LETTERS 

ADDRESSED TO A FRIEND. 



JEREMY BENTHAM. 



LETTER I. 

Introduction. 

January \ 1787. 

Among the various species or modifications of liberty, of which on 
different occasions we have heard so much, I do not recollect ever 
seeing anything yet offered in behalf of the liberty of making one' s awn 
terms in money bargains. From so general and universal a neglect, it 
is an old notion of mine that this meek and unassuming species of 
liberty has been suffering much injustice. 

The proposition I have been accustomed to lay down to myself 
on this subject is the following one, viz., that no man of ripe years and 
of sound mind, acting freely, and with his eyes open, ought to be hindered, 
with a view to his advantage, from making such bargain, in the way of 
obtaining money, as he thinks fit; nor (what is a necessary consequence), 
anybody hindered from supplying him, upon any terms he thinks proper to 
accede to. 

This proposition, were it to be received, would level, you see, at 
one stroke, all the barriers which law, either statute or common, have 
in their united wisdom set up against the crying sin of usury. 

On this occasion, were it any individual antagonist I had to deal 
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with, my part would be a smooth and easy one. "You, who fetter 
contracts, you who lay restraints on the liberty of man, it is for you " 
(I should say) "to assign a reason for your doing so." That con- 
tracts in general ought to be observed, is a rule, the propriety of 
which no man was ever yet found wrong-headed enough to deny; and if 
this case is one of the exceptions (for some doubtless there are) which 
the safety and welfare of every society require should be taken out of 
that general rule, it lies upon him, who alleges the necessity of the 
exception, to produce a reason for it 

This, I say, would be a short and very easy method with an indi- 
vidual; but as the world has no mouth of its own to plead by, no 
certain attorney by which it can "come and defend this force and 
injury," I must even find arguments for it at a venture, and ransack 
my own imagination for such phantoms as I can find to fight with. 

In favor of the restraints opposed to the species of liberty I con- 
tend for, I can imagine but five arguments. 

i. Prevention of Usury. 

2. Prevention of Prodigality. 

3. Protection of Indigence against Extortion. 

4. Repression of the Temerity of Projectors.* 

5. Protection of Simplicity against Imposition. 
Of all these in their order. 



* This letter (No. 13) was specially addressed by Dr. Bentham to Adam Smith, 
and was designed to meet a point raised by the latter in his " Wealth of Nations " 
in favor of usury laws; to wit, that the existence of such laws constituted a healthy 
restraint on the schemes of "projectors"; by which term he evidently meant 
to mainly designate over-sanguine or enthusiastic inventors. These, Mr. Smith 
contended, would, through excessive but unwarranted confidence in their pro- 
jections (schemes), be induced to offer very high rates of interest for the loan of 
money and so obtain it; and having obtained it would be likely " to waste and 
destroy it," to the general public detriment; inasmuch, as he expressed it, "a great 
deal of the capital of the country would be kept out of the hands (of the sober peo- 
ple) which were most likely to make a profitable and advantageous use of it." As 
the conditions of this discussion have no relevancy to the present state of affairs, 
and cannot be regarded as now pertinent, letter No. 4 has been omitted from 
this publication. To those, however, who desire to see it, reference is made to 
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LETTER II. 
Reasons for Restraints — Prevention of Usury. 

I will begin with the Prevention of Usury; because in the sound 
of the word usury lies, I take it, the main strength of the argument: 
or, to speak strictly, of what is of more importance than all argument, 
of the hold which the opinion I am combating has obtained on the 
imaginations and passions of mankind. 

"Usury is a bad thing, and as such ought to be prevented: usu- 
rers are a bad sort of men, a very bad sort of men, and as such ought 
to be punished and suppressed." These are among the string of 
propositions which every man finds handed down to him from his 
progenitors: which most men are disposed to accede to without ex- 
amination, and indeed not unnaturally nor even unreasonably dis- 
posed ; for it is impossible that the bulk of mankind should find 
leisure, had they the ability, to examine into the grounds of an hun- 
dredth part of the rules and maxims, which they find themselves 
obliged to act upon. Very good apology this for John Trot : but 
a little more inquisitiveness may be required of legislators. 

You, my friend, by whom the true force of words is so well un- 
derstood, have, I am sure, gone before me in perceiving, that to say 
usury is a thing to be prevented, is neither more nor less than begging 
the matter in question. I know of but two definitions that can 
possibly be given to usury; one is, the taking of a greater interest 
than the law allows: this may be styled the political or legal definition. 
The other is the taking of a greater interest than it is usual for men 
to give and take; this may be styled the moral one, and this, where 
the law has not interfered, is plainly enough the only one. It is 
plain, that in order for usury to be prohibited by law, a positive 

Bentham's "Complete Works," which may be found in all large public libraries. 
It is also interesting to note, that while Adam Smith, at the time he wrote his 
"Wealth of Nations," was in favor of some legal restraints on the loan of money, 
a perusal of Mr. Bentham's letters "On Usury," is said to have occasioned a com- 
plete reversal of his original opinions. 
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description must have been found for it by law, fixing, or rather 
superseding, the moral one. To say, then, that usury is a thing 
that ought to be prevented, is saying neither more nor less, than that 
the utmost rate of interest which shall be taken ought to be fixed, 
and that fixation enforced by penalties, or such other means, if any, 
as may answer the purpose of preventing the breach of it A law 
punishing usury supposes, therefore, a law fixing the allowed legal 
rate of interest; and the propriety of the penal law must depend upon 
the propriety of the simply-prohibitive, or, if you please, declaratory 
one. 

One thing then is plain; that, antecedently to custom growing 
from convention, there can be no such thing as usury: for what rate 
of interest is there that can naturally be more proper than another ? 
What natural fixed price can there be for the use of money more 
than for the use of any other thing ? Were it not then for custom, 
usury, considered in a moral view, would not so much as admit 
of a definition: so far from having existence, it would not so much 
as be conceivable: nor therefore could the law, in the definition it 
took upon itself to give of such offence, have so much as a guide 
to steer by. Custom therefore is the sole basis, which, either the 
moralist in his rules and precepts, or the legislator in his injunctions, 
can have to build upon. But what basis can be more weak or 
unwarrantable, as a ground for coercive measures, than custom 
resulting from free choice? My neighbors, being at liberty, have 
happened to concur among themselves in dealing at a certain rate 
of interest I, who have money to lend, and Titius, who wants 
to borrow it of me, would be glad, the one of us to accept, the 
other to give, an interest somewhat higher than theirs: why is the 
liberty they exercise to be made a pretence for depriving me and 
Titius of ours ? 

Nor has blind custom — thus made the sole and arbitrary guide — 
anything of steadiness or uniformity in its decisions: it has varied, 
from age to age, in the same country: it varies from country to 
country, in the same age: and the legal rate has varied along with 
it: and indeed, with regard to times past, it is from the legal rate, 
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more readily than from any other source, that we collect the cus- 
tomary. Among the Romans, till the time of Justinian, we find 
it as high as twelve per cent; in England, so late as the time of 
Henry VIII. we find it at ten per cent Succeeding statutes reduced 
it to eight, then to six, and lastly to five. In Ireland, it is at six 
per cent; and in the West Indies at eight per cent, and in Hindostan, 
where there is no rate limited by law, the lowest customary rate 
is ten or twelve. At Constantinople, in certain cases, as I have 
been informed, thirty per cent is a common rate. Now, of all 
these widely different rates, what one is there that is intrinsically 
more proper than another ? What is it that evidences this propriety 
in each instance ?— what but the mutual convenience of the parties, 
as manifested by their consent ? It is convenience, then, that has 
produced whatever there has been of custom in the matter. What 
can there then be in custom, to make it a better guide than the 
convenience which gave it birth ? and what is there in convenience, 
that should make it a worse guide in one case than in another? 
It would be convenient to me to give six per cent for money: I 
wish, to do so. "No," says the law, "you shan't" Why so? 
"Because it is not convenient to your neighbor to give above five 
for it" Can anything be more absurd than such a reason ? 

Much has not been done, I think, by legislators as yet, in the 
way of fixing the price of other commodities: and, in what little 
has been done, the probity of the intention has, I believe, in gen- 
eral, been rather more unquestionable than the rectitude of the 
principle, or the felicity of the result Putting money out at interest, 
is exchanging present money for future: but why a policy, which, as 
applied to exchanges in general, would be generally deemed absurd 
and mischievous, should be deemed necessary in the instance of this 
particular kind of exchange, mankind are as yet to learn. For him 
who takes as much as he can get for the use of any other sort of 
thing, a house for instance, there is no particular appellation, nor 
any mark of disrepute; nobody is ashamed of doing so, nor is it 
usual so much as to profess to do otherwise. Why a man, who 
takes as much as he can get, be it six, or seven, or eight, or ten 
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per cent for the use of a sum of money, should be called usurer, 
should be loaded with an opprobrious name, any more than if 
he had bought a house with it, and made a proportionable profit 
by the house, is more than I can see. 

Another thing I would also wish to learn, is, why the legislator 
should be more anxious to limit the rate of interest one way, than 
the other? why he should set his face against the owners of that 
species of property more than of any other ? why he should make 
it his business to prevent their getting more than a certain price 
for the use of it, rather than to prevent their getting less ? why, 
in short, he should not take means for making it penal to offer 
less, for example, than five per cent, as well as to accept more? 
Let any one that can, find an answer to these questions; it is more 
than I can do: I except always the distant and imperceptible advan- 
tage, of sinking the price of goods of all kinds; and in that remote 
way, multiplying the future enjoyment of individuals. But this was 
a consideration by far too distant and refined, to have been the 
original ground for confining the limitation to this side. 



LETTER III. 
Reasons for Restraint — Prevention of Prodigality. 

Having done with sounds, I come gladly to propositions; which, 
as far as they are true in point of fact, may deserve the name 
of reasons. And first, as to the efficacy of such restrictive laws with 
regard to the Prevention of Prodigality. 

That prodigality is a bad thing,* and that the prevention pf it 
is a proper object for the legislator to propose to himself, so long 
as he confines himself to, what I look upon as, proper measures, 
I have no objection to allow, at least for the purpose of argument; 
though, were this the principal question, I should look upon it 
as incumbent on me to place in a fair light the reasons there may 
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be for doubting, how far, with regard to a person arrived at the 
age of discretion, third persons may be competent judges, which 
of two pains may be of greater force and value to him, the present 
pain of restraining his present desires, or the future contingent pain 
he may be exposed to suffer from the want to which the expense 
of gratifying these desires may hereafter have reduced him. To 
prevent our doing mischief to one another, it is but too necessary 
to put bridles into all our mouths: it is necessary to the tranquillity 
and very being of society: but that the tacking of leading-strings 
upon the backs of grown persons, in order to prevent their doing 
themselves mischief, is not necessary either to the being or tranquillity 
of society, however conducive to its well-being, I think cannot be 
disputed. Such paternal, or if you please, maternal care, may be 
a good work, but it certainly is but a work of supererogation. 

For my own part, I must confess, that so long as such methods 
only are employed as to me appear proper ones, and such there 
are, I should not feel myself disinclined to see some measures taken 
for the restraining of prodigality: but this I cannot look upon as 
being of the number. My reasons I will now endeavor to lay 
before you. 

In the outset, I assume, that it is neither natural nor usual 
for prodigals, as such, to betake themselves to this method — I mean, 
that of giving a rate of interest above the ordinary one, to supply 
their wants. 

In the first place, no man, I hope you will allow, prodigal 
or not prodigal, ever thinks of borrowing money to spend, so long 
as he has ready money of his own, or effects which he can turn 
into ready money without loss. And this deduction strikes off what, 
I suppose, you will look upon as the greatest proportion of the 
persons subject, at any given time, to the imputation of prodigality. 

In the next place, no man, in this country at least, has occasion, 
nor is at all likely, to take up money at an extraordinary rate of in- 
terest, who has security to give, equal to that upon which money is 
commonly to be had at the highest ordinary rate. When money 
is to be lent at five per cent, what should possess a man, who has any 
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thing to offer that can be called a security, to give, for example, six 
per cent, is more than I can conceive. 

You may say, perhaps, that a man who wishes to lend his money 
out upon security, wishes to have his interest punctually, and that 
without the expense, and hazard, and trouble, and odiuhi of going to 
law; and that, on this account, it is better to have a sober man to deal 
with, than a prodigal. So far I allow yon; but were you to add, that 
on this account it would be necessary for a prodigal to offer more than 
another man, there I should disagree with you. In the first place, it 
is not so easy a thing, nor, I take it, a common thing, for the lender 
upon security to be able to judge, or even to form any attempt to 
judge, whether the conduct of one who offers to borrow his money 
is, or is not of such a cast, as to bring him under this description. 
The question, prodigal or not prodigal, depends upon two pieces of . 
information; neither of which, in general, is very easy to come at: on 
the one hand, the amount of his means and reasonable expectations; 
on the other hand, the amount of his expenditure. The goodness or 
badness of the security is a question of a veiy different nature. Upon 
this head, every man has a known and ready means of obtaining that 
sort of information, which is the most satisfactory the nature of things 
affords, by going to his lawyer. It is, accordingly, I take it, on their 
lawyer's opinion, that lenders in general found their determination in 
these cases, and not upon any calculations they may have formed, 
concerning the receipt and expenditure of the borrower. But even 
supposing a man's disposition to prodigality to be ever so well known, 
I take it there are always enough to be found, to whom such a dispo- 
sition would be rather an inducement than an objection, so long as 
they were satisfied with the security. Everybody knows the advan- 
tage to be made in case of mortgage, by foreclosing or forcing a sale: 
and that this advantage is not uncommonly looked out for, will, I 
believe, hardly be doubted by any one. 

In short, so long as a prodigal has any thing to pledge, or to dis- 
pose of, whether in possession, or even in reversion, whether of a 
certain or even of a contingent nature, I see not, how he can receive 
the smallest benefit, from any laws that are, or can be made to fix the 
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rate of interest For, suppose the law to be efficacious as far as it 
goes, and that the prodigal can find none of those monsters called 
usurers to deal with him, does he lie quiet? No such thing: he goes 
on and gets the money he wants, by selling his property, instead of 
borrowing. He goes on, I say: for if he has prudence enough to stop 
him anywhere, he is not that sort of man, whom it can be worth 
while for the law to attempt stopping by such means. It is plain 
enough then, I conclude, that to a prodigal thus circumstanced, the 
law cannot be of any service; on the contrary, it may, and in many 
cases must, be of disservice to him, by denying him the option of a 
resource which, how disadvantageous soever, could not well have 
proved more so, but would naturally have proved less so, than those 
which it leaves still open to him. But of this hereafter. 

I now come to the only remaining class of prodigals, viz., those 
who have nothing that can be called a security to offer. These, cer- 
tainly, are not more likely to get money upon an extraordinary rate 
of interest, than an ordinary one. Persons who either feel, or find 
reasons for pretending to feel, a friendship for the borrower, cannot 
take of him more than the ordinary rate of interest: persons, who 
have no such motives for lending him, will not fend him at all. If 
they know him for what he is, that will prevent them of course; and 
even though they should know nothing of him by any other circum- 
stance, the very circumstance of his not being able to find a friend to 
trust him at the highest ordinary rate, will be sufficient reason to 
a stranger for looking upon him as a man, who, in the judgment of 
his friends, is not likely to pay. 

The way that prodigals run into debt, after they have spent their 
substance, is, I take it, by borrowing of their friends and acquaintance, 
at ordinary interest, or more commonly at no interest, small sums, 
such as each man may be content to lose, or be ashamed to ask real 
security for; and as prodigals have generally an extensive acquaintance 
(extensive acquaintance being at once the cause and effect of prodi- 
gality) the sum total of the money a man may thus find means to 
squander, may be considerable, though each sum borrowed may, 
relatively to the circumstances of the lender, have been inconsiderable. 
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This I believe to be the race which prodigals, who have spent their 
all, run at present, under the actual system of restraining laws: and 
this, and no other, I take it, would be the race they would run, were 
these laws out of .the way. 

Another consideration there is, I think, which will complete your 
conviction, if it was not complete before, of the inefficacy of these 
laws, as to the putting any sort of restraint upon prodigality. This 
is, that there is another set of people from whom prodigals get what 
they want, and always will get it, so long as credit lasts, in spite of all 
laws against high interest; and should they find it necessary, at an 
expense more than equal to any excess of interest they might other- 
wise have to give. I mean the tradesmen who deal in the goods they 
want Everybody knows it is much easier to get goods than money. 
People trust goods upon much slenderer security than they do money: 
it is very natural they should do so: ordinary profit upon the whole 
capital employed in a man's trade, even after the expense of warehouse 
rent, journeymen's wages, and other such general charges, are taken 
into the account, and set against it, is at least equal to double interest; 
say ten per cent Ordinary profit upon any particular parcel of goods 
must therefore be a great deal more, say at least triple interest, fifteen 
per cent. In the way of trading, then, a man can afford to be at 
least three times as adventurous, as he can, in the way of lending, 
and with equal prudence. So long, then, as a man is looked upon 
as one who will pay, he can much easier get the goods he wants, than 
he could the money to buy them with, though he were content to 
give for it twice, or even thrice the ordinary rate of interest 

Supposing anybody, for the sake of extraordinary gain, to be 
willing to run the risk of supplying him, although he did not look 
upon, his personal security to be equal to that of another man, and 
for the sake of the extraordinary profit to run the extraordinary risk. 
In the trader, in short in every sort of trader whom he was accustomed 
to deal with in his solvent days, he sees a person who may accept of 
any rate of profit, without the smallest danger from any laws that are 
or can be made against usury. How idle, then, to think of stopping 
a man from making six, or seven, or eight per cent interest, when, if 
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he chooses to run a risk proportionable, he may in this way make 
thirty or forty per cent, or any rate you please ! And as to the prodi- 
gal, if he cannot get what' he wants upon these terms, what chance is 
there of his getting it upon any terms, supposing the laws against 
usury to be abolished ? This then is another way, in which instead of 
serving, it injures him, by narrowing his option, and driving him from 
a market which might have proved less disadvantageous, to a more 
disadvantageous one. 

As far as prodigality, then, is concerned, I must confess, I cannot 
see the use of stopping the current of expenditure in this way at the 
fosset, when there are so many unpreventable ways of letting it run 
out at the bung-hole. 

Whether any harm is done to society, upon the whole, by letting 
so much money drop at once out of the pockets of the prodigal, who 
would have gone on wasting it, into the till of the frugal tradesman, 
who will lay it up, is not worth the enquiry for the present purpose: 
what is plain is, that, so for as the saving the prodigal from paying at 
any extraordinary rate for what he gets to spend, is the object of the 
law, that object is not at all promoted, by fixing the rate of interest 
upon money borrowed. On the contrary, if the law has any effect, 
it runs counter to that object: since, were he to borrow, it would only 
be, in as far as he could borrow at a rate inferior to that at which 
otherwise he would be obliged to buy. Preventing his borrowing at 
an extra rate, may have the effect of increasing his distress, but cannot 
have the effect of lessening it: allowing his borrowing at such a rate, 
might have the effect of lessening his distress, but could not have the 
effect of increasing it 

To put a stop to prodigality, if indeed it be worth while, I know but 
of one effectual course that can be taken, in addition to the incomplete 
and insufficient courses at present practicable, and that is, to put the 
convicted prodigal under an interdict, as was practised formerly among 
the Romans, and other nations who have taken the Roman law for 
the groundwork of their own. But to discuss the expediency, or 
sketch out the details, of such an institution, belongs not to the present 
purpose. 
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LETTER IV. 



Reasons for Restraint — Protection op Indigence and 
Ignorance. 

Besides prodigals, there are three other classes of persons, and but 
three, for whose security I can conceive these restrictive laws to have 
been designed — I mean the indigent, the rashly enterprising, and the 
simple: those whose pecuniary necessities may dispose them to give 
an interest above the ordinary rate, rather than not have it, and those 
who, from rashness, may be disposed to venture upon giving such 
a rate, or from carelessness, combined with ignorance, may be dis- 
posed to acquiesce in it 

In speaking of these three different classes of persons, I must 
beg leave to consider one of them at a time: and accordingly in 
speaking of the indigent, I must consider indigence, in the first 
place as untinctured with simplicity. On this occasion I may sup- 
pose, and ought to suppose, no particular defect in a man's judgment, 
or his temper, that should mislead him, more than the ordinary run 
of men. He knows what is his interest as well as they do, and is 
as well disposed and able to pursue it as they are. 

I have already intimated, what I think is undeniable, that there 
are no one or two or other limited number of rates of interest, that 
can be equally suited to the unlimited number of situations, in re- 
spect to the degree of exigency, in which a man is liable to find him- 
self: insomuch, that to the situation of a man, who, by the use of 
money can make, for example, eleven per cent, six per cent is as 
well adapted, as five per cent is to the situation of him who can 
make but ten; to that of him who can make twelve per cent, seven, 
and so on. So, in the case of his wanting it to save himself from 
a loss (which is what is most likely to be in view under the name 
of exigency), if that loss would amount to eleven per cent, six per 
cent is as well adapted to his situation, as five per cent would be 
to the situation of him, who had but a loss amounting to ten per 
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cent to save himself from by the like means. And in any case, 
though in proportion to the amount of the loss, the rate of inter- 
est were even so great, as the clear saving should not amount to 
more than one per cent or any fraction per Cent, yet so long as it 
amounted to anything, he would be just so much the better for 
borrowing, even on such comparatively disadvantageous terms. If, 
instead of gain, we put any other kind of benefit or advantage — if, 
instead of loss, we put any other kind of mischief or inconvenience, 
of equal value, the result will be the same. 

A man is in one of these situations, suppose, in which it would 
be for his advantage to borrow. But his circumstances are such, 
that it would not be worth anybody's while to lend him, at the 
highest rate which it is proposed the law should allow; in short, 
he cannot get it at that rate. If he thought he could get it at that 
rate, most surely he would not give a higher; he may be trusted for 
that: for by the supposition, he has nothing defective in his under 
standing. But the fact is, he cannot get it at that lower rate. At 
a higher rate, however, he could get it: and at that rate, though 
higher, it would be worth his while to get it: so he judges, who 
has nothing to hinder him from judging right; who has every mo- 
tive and every means for forming a right judgment; who has every 
motive and every means for informing himself of the circumstances, 
upon which rectitude of judgment, in the case in question, depends. 
The legislator, who knows nothing, nor can know anything, of any 
one of all these circumstances, who knows nothing at all about the 
matter, comes and says to him — "It signifies nothing; you shall not 
have the money, for it would be a mischief to you to borrow it upon 
such terms." — And this out of prudence and loving-kindness ! There 
may be worse cruelty; but can there be greater folly ? 

The folly of those who persist, as is supposed, without reason, 
in not taking advice, has been much expatiated upon. But the 
folly of those who persist, without reason, in forcing their advice 
upon others, has been but little dwelt upon, though it is perhaps, 
the more frequent and the more flagrant of the two. It is not often 
that one man is a better judge for another, than that other is for 
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himself, even in cases where the adviser will take the trouble to 
make himself master of as many of the materials for judging, as 
are within the reach of the person to be advised. But the legis- 
lator is not, cannot be, in the possession of any one of these ma- 
terials. — What private, can be equal to such public, folly? 



LETTER V. 
Reasons for Restraint — Protection of Simplicity. 

I come, lastly, to the case of the simple. Here, in the first place, 
I think I am by this time entitled to observe, that no simplicity, short 
of absolute idiotism, can cause the individual to make a more ground- 
less judgment, than the legislator, who, in the circumstances above 
stated, should pretend to confine him to any given rate of interest, 
would have made for him. 

Another consideration, equally conclusive, is, that were the legis- 
lator's judgment ever so much superior to the individual's, how weak 
soever that may be, the exertion of it, on this occasion, can never 
be any otherwise than useless, so long as there are so many similar 
occasions, as there ever must be, where the simplicity of the indi- 
vidual is equally liable to make him a sufferer, and on which the 
legislator cannot interpose with effect, nor has ever so much as 
thought of interposing. 

Buying goods with money, or upon credit, is the business of every 
day: borrowing money is the business only of some particular exi- 
gency, which, in comparison, can occur but seldom. Regulating the 
prices of goods in general would be an endless task; and no legis- 
lator (in modern times) has ever been weak enough to think of di- 
rectly attempting it And supposing he were to regulate the prices, 
what would that signify for the protection of simplicity, unless he 
were to regulate also the quantum of what each man should buy? 
Such quantum is indeed regulated, or rather, means are taken to 
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prevent buying altogether; but in what cases? in those only where the 
weakness is adjudged to have arrived at such a pitch, as to render 
a man utterly unqualified for the management of his affairs: in short, 
when it has arrived at the length of idiocy. 

But in what degree soever a man's weakness may expose him to 
imposition, he stands much more exposed to it in the way of buying 
goods, than in the way of borrowing money. To be informed, be- 
forehand, of the ordinary prices of all sorts of things a man may have 
occasion to buy, may be a task of considerable variety and extent 
To be informed of the ordinary rate of interest, is to be informed of 
one single fact, too interesting not to have attracted attention, and 
too simple to have escaped the memory. A few per cent enhance- 
ment upon the price of goods, is a matter that may easily enough 
pass unheeded; but a single per cent beyond the ordinary interest of 
money, is a stride more conspicuous and startling, than many per 
cent upon the price of any kind of goods. 

Even in regard to subjects, which by their importance would, 
if any, justify a regulation in their price, such as for instance land, 
I question whether there ever was an instance where, without some 
such ground as, on the one side fraud, or suppression of facts neces- 
sary to form a judgment of the value, or at least ignorance of such 
facts, on the other, a bargain was rescinded, merely because a man 
had sold too cheap, or bought too dear. Were I to take a fancy to 
give a hundred years' purchase instead of thirty, for a piece of land, 
rather than not have it, I do not think there is any court anywhere 
that would interpose to hinder me, much less to punish the seller 
with the loss of three times the purchase-money, as in the case of 
usury. Yet when I had got my piece of land, and paid my money, 
repentance, were the law ever so well disposed to assist me, might 
be unavailing: for the seller might have spent the money, or gone 
off with it. But in the case of borrowing money, it is the borrower 
always who, according to the indefinite, or short term for which 
money is lent, is on the safe side: any imprudence he may have 
committed, with regard to the rate of interest, may be corrected at 
any time: if I find I have given too high an interest to one man, I 
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have no more to do than to borrow of another at a lower rate, and 
pay off the first: if I cannot find anybody to lend me at a lower, 
there cannot be a more certain proof that the first was not in reality 
too high. But of this hereafter. 



LETTER VI. 
Mischiefs of the anti-usury Laws. 

In the preceding letters, I have examined all the modes I can 
think of, in which the restraints, imposed by the laws against usury, 
can have been fancied to be of service. 

I hope it appears by this time, that there are no ways in which 
those laws can do any good. But there are several, in which they 
cannot but do mischief. 

The first I shall mention, is that of precluding so many people, 
altogether, from the getting the money they stand in need of, to an- 
swer their respective exigencies. Think what a distress it would pro- 
duce, were the liberty of borrowing denied to everybody; denied to 
those who have such security to offer, as renders the rate of interest 
they have to-off er a sufficient inducement, for a man who has money, 
to trust them with it. Just that same sort of distress is produced, by 
denying that liberty to so many people whose security, though if 
they were permitted to add something to that rate it would be suffi- 
cient, is rendered insufficient by their being denied that liberty. Why 
the misfortune of not being possessed of that arbitrarily exacted de- 
gree of security, should be made a ground for subjecting a man to a 
hardship, which is not imposed on those who are free from that mis- 
fortune, is more than I can see. To discriminate the former class 
from the latter, I can see but this one circumstance, viz. : that their 
necessity is greater. This it is by the very supposition: for were it 
not, they could not be what they are supposed to be, willing to give 
more to be relieved from it In this point of view, then, the sole 
tendency of the law is, to heap distress upon distress. 
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A second mischief is that of rendering the terms so much the 
worse, to a multitude of those whose circumstances exempt them from 
being precluded altogether from getting the money they have occasion 
for. In this case, the mischief, though necessarily less intense than in 
the other, is much more palpable and conspicuous. Those who can- 
not borrow, may get what they want, so long as they have anything to 
sell But while out of loving-kindness, or whatsoever other motive, 
the law precludes a man from borrowing, upon terms which it deems 
too disadvantageous, it does not preclude him from selling, upon any 
terms, however disadvantageous. Everybody knows, that forced sales 
are attended with loss: and to this loss, what would be deemed a 
most extravagant interest, bears in general no proportion. When a 
man's movables are taken in execution, they are, I believe, pretty 
well sold, i£ after all expenses are paid, the produce amounts to two- 
thirds of what it would cost to replace them. In this way the provi- 
dence and loving-kindness of the law costs him thirty-three per cent, 
and no more, supposing, what is seldom the case, that no more of the 
effects are taken than what is barely necessary to make up the money 
due. If, in her negligence and weakness, she were to suffer him to 
offer eleven per cent per annum, for forbearance, it would be three 
years before he paid what he is charged with, in the first instance, by 
her wisdom. 

Such being the kindness done by the law to the owner of movables, 
Jet us see how it fares with him who has an interest in immovables. 
Before the late war,* thirty years' purchase for land might be reck- 
oned, I think it is pretty well agreed, a medium price. During the 
distress produced by the war, lands which it was necessary should be 
sold, were sold at twenty, eighteen, nay, I believe, in some instances, 
even so low as fifteen years' purchase. If I do not mis-recollect, I 
remember instances of lands put up to public auction, for which no- 
body bid so high as fifteen. In many instances, villas, which had 
been bought before the war, or at the beginning of it, and, in the in- 
terval had been improved rather than impaired, sold for less than 

* The war here referred to was the war with France and the revolt of the 
American colonies. 
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half, or even the quarter, of what they had been bought for. I dare 
not here for my part pretend to be exact: but twenty years' purchase, 
instead of thirty, I may be allowed to take, at least for illustration. 
£n estate then of j£ioo a year, clear of taxes, was devised to a man, 
incumbered, let us suppose, with a debt of ,£1,500, on interest till the 
money should be paid. Five per cent interest, the utmost which could 
be "accepted, from the owner, did not answer the incumbrancer's pur- 
pose; he chose to have the money. But six per cent perhaps, would 
have answered his purpose; if not, most certainly it would have answered 
the purpose of somebody else; for multitudes there all along were, whose 
purposes were answered by five per cent The war lasted, I think, sev- 
en years; the depreciation of the value of land did not take place imme- 
diately; but as, on the other hand, nefther did it immediately recover 
its former price upon the peace, if indeed it has even yet recovered it, 
we may put seven years for the time, during which it would be more 
advantageous to pay this extraordinary rate of interest than sell the 
land, and during which, accordingly, this extraordinary rate of interest 
would have had to run. One per cent, for seven years, is not quite 
of equal worth to seven per cent the first year: say, however, that it 
is. The estate, which before the war was worth thirty years' purchase, 
that is ,£3,000, and which the devisor had given to the devisee for 
that value, being put up to sale, sold for but twenty years' purchase, 
£2,000. At the end of that period it would have sold for its original 
value, ,£3,000. Compare, then, the situation of the devisee at the 
seven years' end, under the law, with what it would have been, with- 
out the law. In the former case, the land selling for twenty years' 
purchase, /'. e. ,£2,000, what he would have after paying the j£i,500, 
is ^"500; which, with the interest of that sum, at five per cent for 
seven years, viz. ,£175, makes, at the end of that seven years, ^^75. 
In the other case, paying six per cent on the ^"1,500, that is / 90 a 
year, and receiving all that time the rent of the land, viz. ,£io->, he 
would have had, at the seven years' end, the amount of the remaining 
,£10 during that period, that is ,£70 in addition to his ,£1,000; £ 675 
substracted from ,£1,070, leaves ,£395. This ,£395 then, is what he 
loses out of ^1,070, almost $y per cent of his capital, by the loving- 
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kindness of the law. Make the calculations, and you will find, that, 
by preventing him from borrowing the money at six per cent interest, 
it makes him nearly as much a sufferer as if he had borrowed it at ten. 
What I have said hitherto, is confined to the case of those who 
have present value to give for the money they stand in need of. If 
they have no such value, then, if they succeed in purchasing assistance 
upon any terms, it must be in breach of the law; their lenders expos- 
ing themselves to its vengeance: for I speak not here of the accidental 
case, of its being so constructed as to be liable to evasion. But, 
even in this case, the mischievous influence of the law still pursues 
them; aggravating the very mischief it pretends to remedy. Though 
it be inefficacious in the way in which the legislator wishes to see it 
efficacious, it is efficacious in the way opposite to that in which he 
would wish to see it so. The effect of it is, to raise the rate of inter- 
est, higher than it would be otherwise, and that in two ways. In the 
first place, a man must, in common prudence, as Adam Smith ob- 
serves, make a point of being indemnified, not only for whatsoever 
extraordinary risk it is that he runs independently of the law, but for 
the very risk occasioned by the law; he must be insured, as it were, 
against the law. This cause would operate, were there even as many 
persons ready to lend upon the illegal rate, as upon the legal. But 
this is not the case: a great number of persons are, of course, driven 
out of this competition, by the danger of the business; and another 
great number, by the disrepute which, under cover of these prohib- 
itory laws or otherwise, has fastened itself upon the name of usurer. 
So many persons, therefore, being driven out of the trade, it happens 
in this branch, as it must necessarily in every other, that those who 
remain have the less to withhold them from advancing their terms; 
and without confederating (for it must be allowed that confederacy in 
such a case is plainly impossible), each one will find it easier to push 
his advantage up to any given degree of exorbitancy, than he would, 
if there were a greater number of persons of the same stamp to refer to. 
As to the case, where the law is so worded as to be liable to be 
evaded, in this case it is partly inefficacious and nugatory, and partly 
mischievous. It is nugatory as to all such whose confidence of its 
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being so is perfect: it is mischievous, as before, in regard to all such 
who foil of possessing that perfect confidence. If the borrower can 
find nobody at all who has confidence enough to take advantage of the 
flaw, he stands precluded from all assistance, as before: and, though 
he should, yet the lender's terms must necessarily run the higher, in 
proportion to what his confidence wants of being perfect It is not 
likely that it should be perfect: it is still less likely that he should 
acknowledge it so to be: it is not likely, at least as matters stand, 
that the worst-penned law made for this purpose should be altogether 
destitute of effect: and while it has any, that effect, we see, must be 
in one way or other mischievous. 

The last article I have to mention in the account of mischief, is, 
the corruptive influence, exercised by these laws, on the morals of 
the people; by the pains they take, and cannot but take, to give birth 
to treachery and ingratitude. To purchase a possibility of being 
enforced, the law neither has found, nor, what is very material, must 
it ever hope to find, in this case, any other expedient, than that of 
hiring a man to break his engagement, and to crush the hand that 
has been reached out to help him. In the case of informers in 
general, there has been no troth plighted, nor benefit received. In 
the case of real criminals invited by rewards to inform against ac- 
complices, it is by such breach of faith that society is held together, 
as in other cases by the observance of it In the case of real crimes, 
in proportion as their mischievousness is apparent, what cannot but 
be manifest, even to the criminal, is, that it is by the adherence to his 
engagement that he would do an injury to society, and, that by the 
breach of such engagement, " instead of doing mischief, he is doing 
good. In the case of usury, this is what no man can know, and what 
one can s^carcely think it possible for any man, who, in the charac- 
ter of the borrower, has been concerned in such a transaction, to 
imagine. He knew, that, even in his own judgment, the engagement 
was a beneficial one to himself, or he would not have entered into if 
and nobody else but the lender is affected by it 
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LETTER VII. 
Grounds of the Prejudices against Usury. 

It is one thing,- to find reasons why it is// a law should have been 
made: it is another, to find the reasons why it was made: in other 
words, it is one thing to justify a law: it is another thing to account 
for its existence. In the present instance, the former task, if the 
observations I have been troubling you with are just, is an impossible 
one. The other, though not necessary for conviction, may contribute 
something perhaps in the way of satisfaction. To trace an error to 
its fountain head, says Lord Coke, is to refute it; and many men there 
are, who, till they have received this satisfaction, be the error what 
it may, cannot prevail upon themselves to part with it "If our 
ancestors have been all along under a mistake, how came they to have 
fallen into it ? " is a question that naturally presents itself upon such 
occasions. The case is, that in matters of law more especially, such is 
the dominion of authority over our minds, and such the prejudice it 
creates in favor of whatever institution it has taken under its wing, 
that, after all manner of reasons that can be thought of, in favor of 
the institution, have been shown to be insufficient, we still cannot 
forbear looking to some unassignable and latent reason for its efficient 
cause. But if, instead of any such reason, we can find a cause for it 
in some notion, of the erroneousness of which we are already, satisfied, 
then at last we are content to give it up without further struggle; and 
then, and not till then, our satisfaction is complete. 

In the conceptions of the more considerable part of those through 
whom our religion has been handed down to us, virtue, or rather 
godliness, which was an improved substitute for virtue, consisted in 
self-denial : not in self-denial for the sake of society, but of self-denial 
for its own sake. One pretty general rule served for most occasions: 
not to do what you had a mind to do; or in other words, not to do 
what would be for your advantage. By this, of course, was meant 
temporal advantage: to which spiritual advantage was understood 
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to be in constant and diametrical opposition. For the proof of a 
resolution on the part of a being of perfect power and benevolence, 
to make his few favorites happy in a state in which they were to be, 
was his determined pleasure, that they should keep themselves as much 
strangers to happiness as possible, in a state in which they were. Now 
to get money is what most men have a mind to do: because he who 
has money, gets, as for as it goes, most other things that he has a mind 
for. Of course, nobody was to get money: indeed, why should he, 
when he was not so much as to keep what he had got already ? To 
lend money at interest, is to get money, or at least to try to get it: of 
course, it was a bad thing to lend money upon such terms. The 
better the terms, the worse it was to lend upon them": but it was bad 
to lend upon any terms, by which any thing could be got What 
made it much the worse was, that it was acting like a Jew: for, though 
all Christians at first were Jews, and continued to do as Jews did, after 
they had become Christians, yet, in process of time, it came to be 
discovered, that the distance between the mother and the daughter 
Church, could not be too wide. 

By degrees, as old conceits gave place to new, nature so far prevailed, 
that the objections to getting money in general, were pretty well over- 
ruled: but still this Jewish way of getting it, was too odious to be 
endured. Christians were too intent upon plaguing Jews, to listen to 
the suggestion of doing as Jews did, even though money were to be 
got by it. Indeed the easier method, and a method pretty much in 
vogue, was, to let the Jews get the money any how they could, and 
then squeeze it out of them as it was wanted. 

In process of time, as questions of all sorts came under discussion, 
and this, not the least interesting among the rest, the anti- Jewish side 
of it found no unopportune support in a passage of Aristotle, that 
celebrated heathen, who, in all matters wherein heathenism did not 
destroy his competence, had established a despotic empire over the 
Christian world. As fete would have it, that great philosopher, with 
all his industry, and all his penetration, notwithstanding the great 
number of pieces of money that had passed through his hands (more 
perhaps than ever passed through the hands of a philosopher before 
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or since), and notwithstanding the uncommon pains he had bestowed 
on the subject of generation, had never been able to discover, in any 
one piece of money, any organs for generating anv other such piece. 
Emboldened by so strong a body of negative proof, he ventured at 
last to usher into the world the result of his observations, in the form 
of an universal proposition, that all money is in its nature barren. You, 
my friend, to whose cast of mind sound reason is much more congenial 
than ancient philosophy, you have, I dare to say, gone before me in 
remarking, that the practical inference from this shrewd observation, 
if it afforded any, should, have been, that it would be to no purpose 
for man to try to get five per cent out of money — not thajt; if he could 
contrive to get so much, there would be any harm in it. But the 
sages of those days did not view the matter in that light. 

A consideration that did not happen to present itself to that great 
philosopher, but which, had it happened to present itself, might 
not have been Altogether unworthy of his notice, is, that though 
a dark would not beget another daric, any more than it would a 
ram, or an ewe, yet for a daric which a man borrowed, he might 
get a ram and a couple of ewes, and that the ewes, were the ram 
left with them a certain time, would probably not be barren. That 
then, at the end of the year, he would find himself master of his 
three sheep, together with two, if not three, lambs; and that, if 
he sold his sheep again to pay back his daric, and gave one of 
his lambs for the use of it in the mean time, he would be two 
lambs, or at least one lamb, richer, than if he had made no such / 
bargain. j, 

These theological and philosophical conceits, the offspring of ' _ 
the day, were not ill seconded by principles of a more perma- 
nent complexion. 

The business of a money-lender, though only among Christians, 
and in Christian times, a proscribed profession, has nowhere, nor 
at any time, been a popular one. Those who have the resolution 
to sacrifice the present to the future } are natural objects of envy to those 
who have sacrificed the future to the present. The children who have 
eat their cake, are the natural enemies of the children who have 
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theirs. While the money is hoped for, and for a short time after 
it has been received, he who lends it is a friend and benefactor: 
by the time the money is spent, and the evil hour of reckoning 
is come, the benefactor is found to have changed his nature, and 
to have put on the tyrant and the oppressor. It is an oppression 
for a man to reclaim his own money: it is none to keep it from 
him. Among the inconsiderate, that is, among the great mass 
of mankind, selfish affections conspire with the social in treasuring 
up all favor for the man of dissipation, and in refusing justice to the 
man of thrift who has supplied him. In some shape or other, that 
favor attends the chosen object of it, through every stage of his career. 
But, in no stage of his career, can the man of thrift come in for any 
share of it. It is the general interest of those with whom a man 
lives, that his expense should be at least as great as his circumstances 
will bear: because there are few expenses which a man can launch 
into, but what the benefit of them is shared, in some proportion 
or other, by those with whom he lives. In that circle originates 
a standing law, forbidding every man, on pain of infamy, to confine 
his expenses within what is adjudged to be the measure of his means, 
saving always the power of exceeding that limit, as much as he thinks 
proper: and* the means assigned him by that law may be ever so 
much beyond his real means, but are sure never to fell short of them. 
So close is the combination thus formed between the idea of merit 
and the idea of expenditure, that a disposition to spend finds favor 
in the eyes even of those who know that a man's circumstances do 
not entitle him to the means: and an upstart, whose chief recom- 
mendation is this disposition, shall find himself to have purchased 
a permanent fund of respect, to the prejudice of the very persons 
at whose expense he has been gratifying his appetites and his pride. 
The lustre, which the display of borrowed wealth has diffused over 
his character, awes men, during the season of his prosperity, into 
a submission to his insolence: and when the hand of adversity has 
overtaken him at last, the recollection of the height from which 
he is fallen, throws the veil of compassion over his injustice. 

The condition of the man of thrift, is the reverse. His lasting 
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opulence procures him a share, at least, of the same envy that 
attends the prodigal's transient display: but the use he makes of 
it, procures him no part of the favor which attends the prodigal. 
In the satisfactions he derives from that use, the pleasure of posses- 
sion, and the idea of enjoying at some distant period, which may 
never arrive, nobody comes in for any share. In the midst of his 
opulence, he is regarded as a kind of insolvent, who refuses to honor 
the bills which their rapacity would draw upon him, and who is 
by so much the more criminal than other insolvents, as not having 
the plea of inability for an excuse. 

Could there be any doubt of the disfavor which attends the 
cause of the money-lender, in his competition with the borrower, 
and of 1 the disposition of the public judgment to sacrifice the in- 
terest of the former to that of the latter, the stage would afford a 
compendious, but a pretty conclusive proof of it. It is the business 
of the dramatist to study, and to conform to, the humors and pas- 
sions of those, on the pleasing of whom he depends for his success. 
It is the course which reflection must suggest to every man, and 
which a man would naturally fall into, though he were not to think 
about it. He may, and very frequently does, make magnificent pre- 
tences, of giving the law to them : but woe be to him that attempts 
to give them any other law than what they are disposed already to 
receive. If he would attempt to lead them one inch, it must be 
with great caution, and not without suffering himself to be led 
by them at least a dozen. Now, I question, whether, among all 
the instances in which a borrower and a lender of money have 
been brought together upon the stage, from the days of Thespis 
to the present, there ever was one, in which the former was not 
recommended to favor, in some shape or other, either to admiration, 
or to love, or to pity, or to all three; and the other, the man of 
thrift, consigned to infamy. 

Hence it is, that, in reviewing and adjusting the interests of these 
apparently rival parties, the advantage made by the borrower is so 
apt to slip out of sight, and that made by the lender to appear in 
so exaggerated a point*of view. Hence it is, that though prejudice 
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is so far softened as to acquiesce in the lender's making some 
advantage, lest the borrower should lose altogether the benefit of his 
assistance, yet still the borrower is to have all the favor, and the 
lender's advantage is forever to be clipped, and pared down, as low 
as it will bear. First, it was to be confined to ten per cent, then 
to eight, then to six, then to ^s^, and now lately there was a report 
of its being to be brought down to four; with constant liberty to 
sink it as much lower as it would. The burden of these restraints, 
of course, has been intended exclusively for the lender: in reality, 
as I think you have seen, it presses much more heavily upon the 
borrower; I mean him who either becomes or in vain wishes to 
become so. But the presents directed by prejudice, are not always 
delivered according to their address. 



DE USURIS RESPONSUM." 



JOHN CALVIN. 

The following is the substance of a letter, written by 
John Calvin, the "Theologian," in -1579, in answer to a re- • 
quest by a friend for his opinion on the authority or teach- 
ing of Scripture in respect to the taking of interest, or 
usury. The letter, although often referred to in the dis- 
cussion of usury laws, is little known and of no great 
importance; but it is interesting because it was one of 
the first efforts of any great leader of public opinion to 
oppose-the once almost universally accepted doctrine, that 
the Bible unqualifiedly condemns or forbids the loaning of ' 
money for interest; and more especially, because it also 
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for. the first time critically examined and exploded the 
opinion of Aristotle (also then generally regarded as in- 
disputable) that inasmuch as money is only a medium of 
exchange, and cannot produce its like, or as he termed it 
"is barren? therefore the taking of interest for the loan 
of money "was a gain against nature? and not to be 
defended. 



"I have not yet essayed," writes Calvin, "what could fitly be an- 
swered to the question put to me: but I have learned by the example 
of others with how great danger this matter is attended. For if all 
usury is condemned, tighter fetters are imposed on the conscience 
than the Lord himself would wish. Or if you yield in the least, with 
that pretext very many will at once seize upon unlicensed freedom, 
which can then be restrained by no moderation or restriction. Were 
I writing to you alone, I would fear this the less; for I know your 
good sense and moderation: but as you ask counsel in the name of 
another, I fear, lest he may allow himself for more than I would wish 
by seizing upon some word; yet confident that you will look closely 
into his character, and from the matter which is here treated judge 
what is expedient, and to what extent, I will open my thoughts to you. " 

"And first I am certain that by no testimony of Scripture is usury 
wholly condemned. For the sense of that saying of Christ, which is 
usually regarded as clear and evident, 'Lend, hoping for nothing 
again* (Luke vi. 35), has up to this time been perverted; the same as 
in another passage, when speaking of splendid feasts and that desire of 
the rich to be received in turn, he commands them rather to summon 
to these feasts, the blind, the lame, and other needy men, who lie at 
the cross-roads, and have not the power to make a like return. Christ, 
wishing to restrain man's abuse of lending, commands them to lend to 
those from whom there is no hope of receiving or regaining anything; 
and his words ought to be interpreted, that while he would com- 
mand loans to the poor without expectation of repayment or the re- 
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ceipt of interest, he did not mean at the same time to forbid loans 
being made to the rich with interest; any more than in the injunc- 
tion to invite the poor to our feasts, he did not imply that the mutual 
invitation of friends to feasts is in consequence to be prohibited. 
Again the law of Moses (Deut. xxiii. 19), was political, and should 
not influence us beyond what justice and philanthropy will bear. 
It could be wished that all usury, and the name itself, were first 
banished from the earth. But as this cannot be accomplished, it 
should be seen, what can be done for the public good. Certain 
passages of Scripture remain, in the Prophets and Psalms, in which 
the Holy Spirit inveighs against usury. Thus, a city is described as 
wicked because usury was practiced in the forum and streets; but as 
the Hebrew word means frauds in general, this cannot be interpreted 
so strictly. But if we concede that the prophet there mentions usury 
by name, it is not a matter of wonder that among the great evils 
which existed, he should attack usury. For wherever gains are formed 
out, there are generally added, as inseparable concomitants, cruelty, 
and numberless other frauds and deceits. On the other hand it is said 
in praise of a pious and holy man, ' ' that he putteth not out his money 
to usury" (Psa. xv. 5). Indeed it is very rare for the same man to 
be honest and yet be a usurer* Ezekiel goes even further (Eze. xxii. 
12). For, enumerating the crimes which inflamed the wrath of the 
Lord against the Jews he uses two words: one of which means usury, 
and is derived from a root meaning to consume; the other word means 
increase or addition; doubtless because one devoted to his private gain, 
takes or rather extorts it from the loss of his neighbor. It is clear that 
the prophets spoke even more harshly of usury, because it was for- 
bidden by name among the Jews: and when therefore it was practiced 
against the express command of God, it merited even heavier censure. 
But when it is said, that, as the cause of our union (*', e. , situation) is 
the same, the same prohibition of usury should be retained, I answer, 
that there is some difference in what pertains to the civil state (then 
and now ?). Because the surroundings of the place in which the Lord 
placed the Jews, as well as other circumstances, tended to this, that 
it might be easy for them to deal among themselves without usury, 
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while our union (or situation) to-day is a very different one in many 
respects. Therefore usury is not wholly forbidden among us, except 
it be repugnant both to justice and to charity. " * 

"Money does not, it is said, beget money? What does the sea 
beget? What does a house, from the letting of which I receive a 
rent? Is money really born from roofs and walls? But on the 
other hand both the earth, produces, and something is brought from 
the sea which afterwards produces money, and the convenience of 
a house can be bought or sold for money. If therefore more profit 
can be derived from trading through the employment of money, 
than from the produce of a farm, the purpose of which is sub- 
sistance, should one who lets some barren farm to a former, re- 
ceiving in return a price, or part of the produce, be approved, and one 
who loans money to be used for producing profit, be condemned? 
and when any one buys a form with money, does not that money 
produce other money yearly ? And whence is derived the profit of 
the merchant ? You will say from his diligence and industry. Who 
doubts that idle money is wholly useless? Who asks a loan of me 
does not intend to keep what he receives idle by him. Therefore the 
profit does not arise from that money, but from the produce that 
results from its use, or employment. I therefore conclude that usury 

* The point which Calvin here makes, obscurely expressed in the original 
Latin and its translation, is made clear by the following passage from Roscher, 
vol. ii. pp. 128-129. " There is a strong aversion," says the latter author, " to the 
taking of interest prevalent among nations in a low civilization. Industrial enterprises 
of any importance do not as yet exist here at all, and agriculture is most advanta- 
geously carried on by means of great parcels of land, but with little capital. The 
purchase of land is so rare and hampered by legal restrictions to such a degree, that 
loans for that purpose are almost unheard of. And just as seldom does it happen, 
by reason of the superabundance of land, that the heir of a landowner borrows 
capital to effect an adjustment with his co-heirs, and thus enter alone into the 
possession of the estate. Here, as a rule, only absolute want leads to loaning. If 
in addition to this, we consider the natural height of the rule of wages in such times, 
the small number and importance of the capitalist class, the tardy insight of man 
into the course and nature of economic production, it will not be hard to understand 
the odium attached in the middle ages of every nation to the so-called interest 
usury. n 
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must be judged not by a particular passage of Scripture, but simply by 
the rules of equity. This will be made clearer by an example. Let 
us imagine a rich man with large possessions in farms and rents, but 
with little money. Another man, not so rich, nor with such large pos- 
sessions as the first, has more ready money. The latter being about 
to buy a form with his own money is asked for a loan by the wealthier 
man. He who makes the loan may stipulate for a rent or interest 
for his money, and further, that the form shall be mortgaged to him 
until the principal is repaid, but until it is repaid he will be content 
with the interest or usury on the loan. Why, then, shall this contract 
with a mortgage, but only for the profit of the money, be condemned, 
when a much harsher, it may be, of leasing or renting a farm at 
a large annual rent, is approved ? And what else is it than to treat 
God like a child, when we judge of objects by mere words, and not 
from their nature ? As if virtue can be distinguished from vice by the 
form of words." 

"It is not my intention to fully examine the matter here. I 
wished only to show what you should consider more carefully. You 
should remember this, that the importance of the question lies not in 
words, but in the thing itself." 
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SPEECH 



HON RICHARD H DANA, JR., IN THE HOUSE OF REPRESEN- 
TATIVES OF MASSACHUSETTS, FEBRUARY 14, 1867, 
ON THE REPEAL OF THE USURY LAWS. 



The proposition to repeal the usury laws of the State of 
Massachusetts, came up before the Legislature of that State 
during the winter of 1867. The proposition had been made 
many times before, and had always been received with dis- 
favor and defeated; and on its reintroduction in 1867, it was 
met with the usual array of old time arguments and inher- 
ited prejudices in opposition; to which was allied that in- 
dolent conservation of all legislative assemblies, which 
always inclines to adhere to the old and the existing, 
rather than to take the trouble to examine, adopt and 
conform to what is new. The bill for repeal would there- 
fore in all probability have speedily shared the fate of all 
its predecessors, had it not been for the efforts mainly of 
one man — Hon. Richard H. Dana, Jr., of Boston, — who in a 
speech before the House of Representatives presented the 
subject so clearly and popularly, as to awaken interest and 
compel conviction to a degree sufficient to overcome all 
opposition, and secure the passage of an act substantially 
repealing all restriction on the loaning of money in the 
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State of Massachusetts.* The speech itself, apart from 
the method and style of presentation, cannot lay claim 
to much of originality: but it has the very great merit of 
discussing the question in such a way as to render it at- 
tractive and irresistibly persuasive to a large class of per- 
sons, to whom the same arguments, as presented by Ben- 
tham, would prove dry and uninteresting, and consequently 
non-effective. As an instrumentality for disseminating 
sound economic truth, the speech of Mr. Dana is, there- 
fore, worthy a high place in modern economic literature. 



This subject, Mr. Speaker, is one of first-class importance. Usury- 
laws had their origin in the beginning of history. They have been 
dealt with by moralists, theologians, philosophers, statesmen, and 



•The following is a copy of the Bill to repeal the laws against usury, as it 
passed the Legislature of Massachusetts (See General Statutes of Massachusetts, 
1867, chapter 56.) 

AN ACT CONCERNING THE RATE OF INTEREST. 

Section i. When there is no agreement for a different rate of interest of 
money, the same shall continue to be at the rate of six dollars upon one hundred 
dollars for a year, and at the same rate for a greater or less sum, or for a longer 
or shorter time. 

Sec. 2. It shall be lawful to contract to pay or reserve discount at any rate, 
and to contract for payment and receipt of any rate of interest, provided, however ', 
that no greater rate of interest than six per centum per annum shall be recovered 
in any action, except when the agreement to pay such greater rate of interest 
is in writing. 

Sec. 3. Sections three, four and five, of chapter fifty-three of the General 
Statutes, and all acts and parts of acts inconsistent herewith, are hereby repealed. 

Sec. 4. This act shall not affect any existing contract or action pending or 
existing right of action, and shall take effect on the first of July, next. 

March 6, 1867. 
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economists, — by church councils, synods, parliaments, royal edicts, 
and legislatures, from the Law of Moses to the hour of the present 
debate. They had a noble origin — an origin in kind hearts and re- 
ligious purposes. They had a common origin with sumptuary laws, 
and laws regulating the prices of the* necessaries of life. One cannot 
but respect the motives of those who, in ancient times, desired, by 
strong laws and heavy penalties, to repress luxuriousness of living, 
and to protect the poor borrower against the rich and potent lender, 
% and the poor consumer of the necessaries of life, against the wealthy 
producer. 

Sumptuary laws are no strangers to this country. They were en- 
forced in the early days of New England; but who would think of 
calling for them, or of permitting them, now ? 

How has it been with laws regulating the prices of the necessaries 
of life? 

It seemed to philanthropic men that a poor consumer should not 
be obliged to pay a great price to the rich producer. All are charged 
to give to the poor; and the rich producer was not to be allowed to 
compel the poor consumer to pay a high price for the necessaries of 
life — for bread. 

If we go back, I do not know how many centuries, we shall find 
philanthropic men urging a system of laws which should compel the 
producer to sell at moderate rates. Nothing could be more humane 
in intention, nothing more in accordance with the spirit of Christi- 
anity. But when they came to put the system into operation, some 
difficulties showed themselves. For instance, suppose what I call the 
natural price of a bushel of wheat, that is, the price which, without 
legislative interference, would be the ruling rate when the producer 
and consumer were brought together, was ten shillings. But ten 
shillings is a high price for a poor consumer to pay. The phi- 
lanthropic legislature says he shall have it at nine shillings, and the 
rich producer shall sell it at nine shillings. In those days the laws 
were enforced — and no law should stand that cannot be enforced. 
Gentlemen can see that if ten shillings was the proper price, and 
the producer was compelled to sell at nine, he would not go on 
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producing wheat, but would turn his capital and industry in another 
direction. So the consequence would be that the next year the price 
of wheat would rise, and the poor consumer be in a worse condition. 

Something must be done to increase the supply. The first at- 
tempt was to compel the agriculturist by penalties to produce and 
sell. Immediately it became apparent to all that there was no reason 
why agriculturists should be forced to raise and sell at a losing price, 
when nobody else was obliged to work in that way. 

Then the friends of the poor resorted to a bounty. That seemed 
reasonable. The natural value is ten shillings, and you wish to sell 
to the. poor at nine; and so you will pay the producer a bounty of 
one shilling per bushel from the public treasury, that he may sell at 
nine. Why is not that proper? Two difficulties immediately occur. 
The first is that you cannot make one law for selling to the rich, and 
another for selling to the poor. You cannot say to the seller, 
if a rich man comes to you to buy, charge him ten shillings, and if a 
poor man comes, sell for nine; for, who is rich, and who is poor? 
You cannot make a law to benefit the poor alone, so but that the 
rich will get the benefit of it in the market, as well as the poor. 

Another objection to the bounty was, that as it must be raised by 
taxation, every man was taxed for a shilling a bushel, that every man 
might buy a shilling a bushel cheaper. Nay, it was worse than that; 
for it is known that, what with the expenses of collection and the 
notorious leakages in all revenues, not more than two-thirds of a tax 
collected reaches its point of destination. So that one shilling and 
sixpence was levied to save a shilling. 

That was the end of the bounty laws on production, and of all 
like attempts to regulate the price of the necessaries of life. Yet 
what could be more commendable than an attempt to reduce the 
price of the necessaries of life? I suppose there is no sane man 
anywhere now, who would propose to regulate that price by legis- 
lation. You would say it is absurd to do so. Mr. Speaker, excuse 
me, you cannot say it is absurd. It was the faith and belief of cen- 
turies; it was the practice of generations; and wise men, men as wise 
in their day as we in ours, only they had not the same experience as 
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we — yet as wise, and certainly as benevolent — advocated this system. 
The arguments in support of the system were as urgent and as sincere 
as those which have been used against the repeal of the usury laws. 
It was experience, and the principles deduced from experience alone, 
which taught men that they could not legislate a cheap market. For 
there is nothing harder to get out of a man's mind, when he is con- 
scious that he has undertaken a course of conduct from pure and 
philanthropic motives, than his first convictions. It is easier for a 
camel to go through the eye of a needle, than for a good man to 
surrender to the teachings of experience, a darling system for which 
he knows he has made sacrifices, and with which he has identified 
all he has and is. 

The next system, in the same category, from which we may draw 
instruction, is the colonial system. It was this: The mother coun- 
tries — Great Britain, France, and Spain — established laws requiring 
their respective colonies to deal solely with them. The consequence 
was that we could not send to Cuba and get a pound of sugar. But 
that pound of sugar must go to England and pay duties and pass 
through the merchant's hands there, and then come here and pass 
through the merchant's hands, so that we had to pay a great sum for 
a pound of sugar. Massachusetts could not sell or buy except with 
the mother country. As an equivalent, it was agreed that the mother 
country would not buy the products of the colony except from the 
colonies themselves. It was thought that all this circuity of trade and 
reduplication of business was a creation of wealth. By and by it 
came to be discovered that both countries were paying a heavy 
taxation, and both obliged to buy in a dear market and sell in a 
cheap, that each might save a little out of a forced interchange. 
This system may seem now absurd; but you know we had to fight 
our war of the Revolution partly because England had a false notion 
of political economy as to her colonies. Spain has not given up her 
system yet Our longer experience has shown the mistake of the 
colonial system, but generations, wise and prudent in other things, 
adhered to it and fought for it 

I will now ask the attention of the House to the question more 
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immediately before us; and I hope this introduction has not been 
without its bearing. I trust we shall have gained something by ad- 
vancing in this manner to the examination of our subject 

Mr. Speaker, I will never vote for a bill, in whatever form it 
comes, the object of which is, or the tendency of which is, to raise 
the rate of interest on money, by law. I will never vote for a bill 
the effect of which is to enable the interest on money to rise, if it can 
be by law kept down for the benefit of the poor borrower, I admit 
it has been true in times past — I trust it is no longer true — that the 
borrowing were the feebler class, and the lending the powerful class. 
If in those times you would have favored either, it should be the 
borrower. Perhaps in ancient days such laws may have been of 
some practical use, as a protection to the poor. 

I said the usury law had a noble origin, in religious convictions 
and in philanthropic motives. Therefore I desire to speak of them 
with a degree of respect The Mosaic law has always been supposed 
to prohibit the receiving of interest for money. All interest was usury. 
The Mosaic law did not prohibit the taking of usury from strangers, 
and therefore it was not considered a malum in se, but was simply a 
regulation between the Jews themselves. Gentlemen will see the dif- 
ference between the state of things then and now. ■ The Jews were a 
peculiar people, isolated, exclusive, without commerce, without trade, 
without manufactures, — nothing but the distaff and shuttle under the 
tent, or two women grinding at a mill. They had no mode of in- 
vesting capital. Capital consisted in gold, jewels and raiment, which 
were laid up in chests, and which they used as they needed. For 
a man to lend money to his neighbor, was very much like a man's 
now lending a book to his neighbor. Any of us would be ashamed 
to charge for lending a book to his neighbor. I have Been in coun- 
tries where the capital of the rich was laid up in iron chests, and 
they could not invest it That was the state of things among the 
Jews, who were brethren, one man's sons. For those reasons they 
would not take money for their little loans, — mere accommodations 
between one another. 

When Christianity became the religion of Europe, this Jewish 



Digitized byVjOOQlC 



HON. RICHARD H DANA, JR. 43 

system was introduced and insisted upon by the church, in the 
Judaizing tendencies of those days. I think it no disrespect to 
say that the ancient church went too far in attempting to fasten 
the Mosaic policy upon the governments of that period. But I 
do not think gentlemen will find that the prohibition of interest 
was due solely to the Mosaic system. It is to be ascribed in part 
to Christian philanthropy. Borrowers were poor, lenders were rich. 

Nor was it the system of Moses alone. What greater name 
than that of Aristotle ? He said money could not produce money, 
as it was, in its nature, barren. The earth could produce; its prod- 
ucts could be consumed; but money produced nothing. Therefore, 
said the -great Aristotle, money ought never to bear rent. Now 
who do you suppose was the first person that exposed this fallacy ? 
Not one of his contemporaries, nor one of the philosophers of the 
middle period, but the great reformer, John Calvin, in one of his 
powerful Latin paragraphs, exploded the fallac/ of Aristotle, and 
relieved mankind from its encumbrance. But how long do you 
think it had borne sway over the minds of men ? Nineteen hundred 
years ! One of the effects of the Reformation was to lessen the 
influence of these laws and maxims; yet Christians always took hold 
of them with great tenderness. 

Gradually there came up a great deal of mercantile and manu- 
facturing industry, and a necessity for capital; and the capitalists, 
instead of locking up their money, put it in a position where it 
might increase; in other words, they lent it. Gentlemen will see* 
that capital is most called for where there is the most industry. A 
live country calls for capital, and can pay for it; a dead country 
cannot. After the discovery of America, capital was in demand, 
and men were ready to pay interest on it. Then the theologians 
were obliged to review their teachings. If it had come to this, that 
money must be had, and men would pay interest on it, ecclesiastical 
ethics must be revised. It was then noticed that in one of the 
parables, the man who got ten talents for his ten talents was praised 
— "Well done, good and faithful servant;" he had lent his money 
to usurers, and, it would seem, at a high interest. But philanthropy 
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still held on to the system, to this extent: your capitalists may lend 
money, but they shall not extort; they shall not receive more than 
its fair value. This is a moral law. To-day and here, the rate 
of legal interest is six per cent; but if, when the market value is 
five, a person takes six, he is morally as guilty of extortion, as if, 
when the value is six, he should take seven. He would be taking- 
advantage of another's necessities, and receiving more than a lair 
value for money. The early laws hac} in view this object, to prevent 
the powerful lender getting more from the needy borrower than — 
what? Six per cent? No; there is nothing in nature that points 
to six per cent, — from getting more than the fair value at the time. 
I coincide with that entirely. I agree that if you could pass a law 
which should not fix, but ascertain the market value of money every 
day, that would be right. In early, simple times, the value could 
be ascertained, nearly. But as business increased, the means for 
ascertaining the rates failed. It was found at last that fixed legal 
rates could not be adjusted to the real value of money. Can it 
be done now? Let any man take up a newspaper and examine 
it, and he will see that money fluctuates not only week by week 
and day by day, but hour by hour. You would be obliged to have 
a commissioner on every curbstone, and a financial clock at the 
head of State Street, to record the changes by the minute; and then 
punish men who took excess, as ascertained by the clock ! 

The usury laws of this day do not stand on the principle of pro- 
hibiting extortion, but on that of fixing the market rate of interest by 
legislation. Having fixed a permanent and purely arbitrary rate, you 
treat lending at that rate, although it be above the market value, 
and therefore extortionate, as right; and treat lending above that 
rate, though below the market value, as wrong. 

The rate of interest is governed by laws of trade. It depends upon 
the demand and the supply; not upon the amount of capital in the 
country, but the supply for loan. It is sometimes carelessly said that 
it depends upon the amount of capital in the country. You might as 
well say that the price of fish in Faneuil Hall Market to-day depends 
upon the quantity of fish in Massachusetts Bay. The rate of interest 
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depends upon the amount in the market for loan, and upon the char- 
acter of the demand as well as its amount, because we must look 
at the security. When we speak of the market rate of interest, we 
assume that the security is perfect If you cannot ascertain the rate 
of interest upon perfect security, so as to affix to it by legislation a 
standing rate which shall be its real value, still less can you do so as 
to all the degrees and kinds of inferior and questionable security. 
Nevertheless, your legislation has sought to keep interest down to 
one rate, in all cases alike. 

Why, Mr. Speaker, place on this table before us, three samples 
of flour; one superfine, one fair, and one inferior. If, after the old 
style, you should wish to regulate by law the price of flour, would 
you compel the merchant to sell all these at one rate ? Now, place 
on this table three notes, on which money is to be lent. One has 
perfectly good security, one inferior, and the third no security at all. 
Would you compel the capitalist to lend on all at one rate? Cer- 
tainly not, in justice. Yet that is what you do by your usury laws. 
If times are such that the best paper must give six per cent, you will 
not permit the hirer to give or the lender to take more than that on 
the inferior paper. This is one of the absurdities of your usury laws. 
They not only take no account of the market of the world, which 
moves with the irresistible power of ocean tides, affecting proportion- 
ally all securities, good and bad; but they take no account of the 
quality of the securities offered for sale. If in time of panic the 
market rate on a note with perfect security is six per cent a month, 
the lender is permitted to take but one half per cent a month for the 
poorest security. He must take the same rate of interest on an in- 
ferior note for twelve months, as on a perfect note for twelve days. 
If a poor man, in dire need, with poor security, but his best, wishes 
to borrow, and a better note than his is worth six per cent, he is not . 
permitted to offer anything above that 

It is time now Mr. Speaker, that the House took up the question 
of practicability. Can you keep down the rate of interest, by legis- 
lation, if you would? That question must be answered by gentlemen 
before they have a right to respond aye or no on the main question. 



Digitized byVjOOQlC 



46 USURY LAWS. 

There is a good deal of instruction to be derived from the steady 
set of events. There has been a uniform tendency towards the abo- 
lition of the usury laws for the last eight hundred years, among liberal 
minds, and advocated upon the most enlightened reasons. Gentle- 
men who have defended the usury laws on this floor, as special friends 
of the poor, should be reminded that it has been the friends of the 
poor, the philanthropists, the statesmen of liberal ideas, who have 
advocated and carried the reduction or repeal of the usury laws. 

In England, during the Regency, in 1818, a report was made by 
a committee of parliament, who examined the borrowers and the 
lenders, and came to the unanimous conclusion that the usury laws 
ought to be entirely repealed. That report went to the House of 
Commons, but parliament was not ready for it Adam Smith found 
no excuse for usury laws except on two points, to protect spendthrifts 
and repress projectors. Toward the close of his life, he read the argu- 
ment of Jeremy Bentham and acknowledged himself mistaken on those 
two points. So the Scotch financier, McCulloch, and Stuart Mill, 
and other writers of eminence, advocated the repeal of the usury 
laws. But they could not, at first, carry it through the House of 
Commons. It was opposed by a large class of persons, but not the 
same class who have opposed it here. It lay by ten years; was brought 
up again, and defeated; lay by ten years more, and in 1839 they went 
to this extent, — they abolished the usury laws on commercial paper 
that had less than twelve months to run. Then in 1850, they abol- 
ished the usury laws on everything but loans on real estate; and on 
those, interest could not exceed five per cent The great landed 
proprietors of England opposed the repeal, and were the last men 
to yield their opposition, because they thought the usury laws en- 
abled them to get money at lower rates on mortgage. Here, with 
us, an opposition comes from a class .of small landowners, on the 
same grounds. They think they can get money for less, on their 
farms, if the law is retained. 

The law remained in that state about five years, but in 1854 
England abolished the usury laws altogether, by a bill similar in 
its features to that which we are acting upon to-day, but as to 
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which I am ashamed to say, the mpther country is twelve years 
in advance of us. Money still continues to be loaned in England 
at much lower rates. than here. It is an open market Have the 
poor borrowers ever complained? We read with deep interest, as we 
ought, all that concerns the middle and lower classes of England; 
we read of the disabilities under which the poor suffer; and we see 
the reports of the processions of radical reformers, and I would ask 
if any of them complain because the usury laws have been abolished ? 
Did Richard Cobden, or Stuart Mill, — does John Bright demand 
usury laws? Was it an article in the creed of the Chartists? Look 
over the banners of radical reformers in England. There is almost 
everything else there, but not a word about usury laws. The com- 
mon people are satisfied that they are better off without them. 

Look at Holland. Holland is a free country, a country dear to 
every lover of liberty. Holland fought for her freedom and religion, 
against Spain, in those noble wars, for principles, so dear to every 
lover of liberty, the world over. Holland has no usury laws. But 
there are more poor, industrious people, in proportion to the popu- 
lation there, than almost anywhere else. What is the rate of interest 
there ? It varies .from three to five and a half per cent 

You have a right to respond that this may be a very good thing in 
England or Holland, but how will it be in Massachusetts? Let us 
look at the principle. Gentlemen need take into their minds but a 
single argument If it were my own argument, I hope I should not 
be'so vain as to call it unanswerable; but it is the argument of all the 
great writers for the last quarter of a century, — an argument which 
has shown from principle that the usury laws must be, and from 
statistics that they are, worse than nothing. 

With your leave, I will put the argument thus.' Suppose the natu- 
ral rate of interest to be, here in Massachusetts, seven per cent By 
the natural rate, I mean the rate it would come to, in the absence of 
legislative interference, if the borrower and lender came directly to- 
gether in the market Now appear the philanthropists, and say that 
seven per cent is too much for men to pay, and enact laws which 
prohibit the giving or taking more than six per cent Suppose 
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there are fifty millions of capital in the market to be loaned, when 
the usury law goes into operation. What will be the effect of the 
law? I think we will all at least agree on this, that it will divide 
the capitalists into three classes: those that will lend at six per cent, 
those that will not lend at all, unless they get their money's worth, 
and those who will disobey the statute and take all they can get. I 
admit there will be a few of the first class, men who will lend at six 
per cent, money that is worth seven. They»are men scrupulous about 
formal laws, although they see no moral wrong in the forbidden act 
They are in the habit of investing in loans, and do not like to change 
their habits, or are too old, or inexperienced, or timid, to put their 
capital into business. But this class is not large, and is diminishing 
every year. The second class will not lend at less than the full value, 
and yet will not take the risks or disrepute of violating a law, nor re- 
sort to the circuities and chicanery and middlemen such forbidden loans 
entail. They invest in government securities, * or, if they are active and 
enterprising, turn their capital into business, add their own skill, care 
and industry to it, and make twelve per cent and more. The second 
class takes from the private loan market a large part of the supposed 
fifty millions, — perhaps a third or a half. The effect of this is to raise 
the rate; .for the supply is lessened, and the demand is not, but be- 
comes the more anxious and eager. Now, gentlemen will see to what 
condition such legislation has brought the borrower. He must have 
his money, or fail. It is no longer the natural rate of seven per cent, 
that he is to give, on perfect security, but nine or ten per cent, and 
he is brought to an inferior class of money lenders. But this is not 
all. Another element is forced in. There is insurance to be charged 
for the risk the lender takes in lending on illegal security; for, if the 
borrower will not turn against him and refuse to pay the interest, the 
borrower's assignee in bankruptcy, or his executor, may. feel it his 
duty to do so. Nor is that all. Something is to be charged for the 
disrepute attending the transaction. But there is a larger addition 
still. These transactions require secrecy, circuity, transfers of notes, 

* U. S. Government securities at the time this speech was made paid as high as 
7.30 per cent interest. 
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drafts and fictitious exchanges, and above all, the middlemen who 
must be employed, that the real parties may not be known. How 
much do these middlemen charge ? That you never know. No man 
on earth is so well placed for extortion, as the middleman, who holds 
the secret of both parties in his hand. As you have brought your 
borrower down to dealing with a less respectable, less responsible 
class of men, he must bear the consequences. And what rate does 
the distressed borrower at last pay for that which he could have got 
openly, like a man, face to face with the lender, at seven per cent, be- 
cause you thought to force, by legislation, the market rate below its 
natural level? 

Mr. Speaker, I have been assuming, so far, that the borrower offers 
satisfactory security. But suppose he does not. An honest but poor 
man, with a family, is a little behindhand, and must pay a debt, or 
have his property taken on execution; or an enterprising young man, 
with health, and skill, and character, but no capital, wishes to borrow 
a sum to put with his industry and skill, with a fair hope of profit 
Neither of these men can give perfect security. All hangs on their 
lives or health. Death, or a long fever, lasting through the season, 
with leave them penniless; and in all probability, if they are young, 
men, they hold their houses under purchase-money mortgages, and 
can give no landed security. If theoretically perfect security, driven 
to middlemen and circuitous transactions, ends in giving ten per 
cent, where will such borrowers as these be, in such hands? The 
strong and enterprising young man will give the utmost that his 
expected profits will allow him to give, without actual loss, for he must 
work; but the distressed debtor must sell, or let his creditor sell all he 
has, to meet the payment of his debt 

This leads me to call attention to another anomaly of the usury 
laws. You put the borrower under guardianship, as to money, and 
limit him to six per cent, whatever the market rate, whatever his 
need, and whatever his security. But you leave him his own master 
as to everything else. He must not borrow money at seven per cent, 
but he may sell the very ground under his feet He cannot be trusted 
in the money market, but the pawnbroker's shop is open to him. He 
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may sell all he has, to gratify his passions or to meet his necessities, 
and no one can interfere to save his wife and children, unless he is so 
far gone as to be no longer sui juris. Take the case of the poor, 
honest debtor. Sickness or misfortune has left him in debt, and a 
hard creditor, or an institution or trustee that acts by rule, is pressing 
him to an execution. If he could borrow a thousand dollars, on a 
year or three years' loan he could pay the debt, and have a little with 
which to begin again. But with his poor security, and the high state 
of the market, he cannot get the money at six per cent You prohibit 
him from giving seven, even he must sell the land under his feet, the 
house over the head of his wife and children, and all their useful or 
endeared furniture, which they may never get back, and sell it all at 
a ruinous loss, as is always the case in forced sales, — a loss of at least 
twenty-five per cent And this to save him from paying more than 
six per cent ! The debtor might have saved this by a loan for a year, 
more or less, at the market value of his security. What shall we say 
of such legislation ? Is it not preposterous ? Is it not discreditable ? 
Is it not a shame upon our intelligence, and public spirit, and 
humanity ? 

But I have not yet presented to you the worst features of your law. 
I have taken ordinary times, when the natural rate is six or seven per 
cent, on theoretically perfect security. But what shall we say of those 
times of distress and panic, — of times when all rules and rates fail, — 
when the strong men bow themselves ? The gentleman from Walpole * 
has told us, here in his place as a legislator — of all others bound to 
respect the laws, — he has told us that in the crisis of 1857 he paid, 
once, five per cent, a month. He must meet his notes or fail. 
That was not all. He felt bound in honor to pay his debts, if he 
could possibly get the money, that others might not fail who depended 
on him. He had a friend who had the money; it would bring more 
in the market, but he let Mr. Bird have it at five per cent, per month; 
and Mr. Bird has told us it was the cheapest money he ever borrowed, 
that he never paid interest so cheerfully, and that he felt grateful to 

* Reference is here made to the Hon. Frank Bird, a leading manufacturer of 
Massachusetts. 
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the lender as a true friend in need. After such a statement as this, — 
and it is but a sample of what thousands can tell us in every time of 
distress, — what is your six per cent law good for, as a financial re- 
striction ? Its moral aspects, I shall have occasion shortly to call your 
attention to. As soon as money begins to rise with the demand, and 
failures thicken, capital, proverbially timid, begins to withdraw itself, 
and as the crisis comes to its height, some will not lend at all, and 
others only at enormous interest; for it is in fact insurance upon ships 
on a lee shore. Then the Jews emerge from their alleys, and the 
curbstone brokers swarm, and need, and fear, and distrust, and ava- 
rice, act and react, until the end is a panic. Are your usury laws of 
any value then, to furnish money at six per cent ? They are forgotten 
or laughed to scorn. The man who cannot borrow can sell, and mer- 
chants will sell at prices as ruinous as their loans could possibly be. 
But the usury laws are lost sight of long before the panic is reached. 
Their effect is felt only in the first stages, when, but for the law, cap- 
ital would be let at its proper rate. Then the law drives away all who 
will not lend at the Quixotic rate of six per cent, and gives over all 
doubtful security to despair. In such times, its effect is to hurry the 
first steps, and to turn a simple stringency into a distress, and a distress 
into a panic. 

Your laws make no allowance for changes in the state of the market 
The British corn laws had a sliding scale. So, in several of the States, 
there is a scope allowed under the usury laws. In Indiana, Illinois 
and Iowa, the rate is between six and ten per cent; in Mississippi 
and Florida, between six and eight per cent; in Michigan and Wiscon- 
sin, between seven and ten per cent; in Minnesota, between seven 
and twelve per cent; in Texas, between eight and twelve per cent; 
while in California, there have been no usury laws since 1850, with 
ten per cent, in the absence of a contract * But we adhere to an iron 
rule, as they do in New York; and an attempt to allow a margin of 
from six to eight per cent, found no favor in this House. Members 
talk as if there were something in nature that pointed to six per cent; 

* These rates have been in some instances changed since the time when this speech 
was made. 
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when in fact, the rate is rarely at six per cent Not only do the rates 
allowed by law in those States vary from six per cent, to twelve, but 
I hold in my hand a letter from one of our first merchants, whose 
name would command the respect of this House, as well for his 
philanthropy and patriotism as for his financial skill, giving the details 
of the rates at which he has borrowed and lent money for the last five 
years, on the best security, and the average is nearer eight per cent, 
than seven. I have here also a schedule from the cashier of a bank 
in State Street, giving the rates charged yesterday for discounts on the 
best of paper, much of it from New York. It gives the names of 
parties, the amounts and terms. There is not one at six per cent, 
indeed none below seven, and varying from seven to seven and three- 
fourths. Gentlemen will see from this, how openly their laws are 
violated, even by the banks; . for although these are National Banks, 
they are, by act of Congress, bound by the several State laws, as to 
discounts. 

While the legal rate in New York is seven per cent, Massachu- 
setts capital will go there; not the small quantities, I admit, for they 
will not pay for the trouble and risk; but capital held in large masses, 
on which a small advance insures a large profit 

There are causes for these different rates, in different States, as 
in the same States at different rates, — causes that are constantly 
in operation, and too subtle and volatile to be held in the chains 
of a permanent legislation. 

I would now like to call the attention of the House to the moral 
aspect of this question. The spectacle on this floor the other day 
was a lesson not to be forgotten. We all knew that the usury laws 
were but little regarded at any time, and were swept out of sight 
in times of panic. But when a legislator rose in his place, in 
the very hall of legislation, and told his brother legislators, with 
an open brow and clear conscience, that he had paid five per cent 
a month, and thought it his highest duty to pay it, and esteemed 
the man who lent him money at that rate his best friend in need, 
did any of you think the less well of our respected friend? Did 
even the incongruity of such a declaration from a law-maker suggest 
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itself to your minds? But let me put you another supposition. 
Imagine, if you can, that the gentleman from Walpole (Mr. Bird), 
had obeyed the laws against usury, and gone down into bankruptcy, 
and swept others along with him, who had trusted to his solvency, 
rather than pay anything over six per cent, would you not have 
doubted either his sanity or his good faith? But let me put the 
case to you in a far stronger light Imagine, if you can, that 
having taken this money from his friend at the agreed rate, and 
so saved himself and others from bankruptcy, he had done what the 
law of Massachusetts tempts him to do, expects him to do, and, 
if law is law, I have a right to say — commands him to do; suppose 
when pay-day came round, he had turned upon his friend, refused 
to pay him any interest, and deducted three times the excess from 
the money he had borrowed ! It is not possible even to suppose 
such a thing of him; but suppose it of some imaginary man, some 
ideal keeper of the law. He could not show his face on 'Change ! 
He could not have been elected to this House, where the very law 
is made which he had strictly followed ! 

It is usually said that laws should not stand upon the statute 
book, which have not the moral support of the community, because 
they lower the dignity of all government, and demoralize the public 
mind by familiarity with disobedience. But what shall we say of 
laws which not only the moral sentiment does not support, but 
which the natural sense of justice, the instinct of honor, actually 
condemns ? In olden times the taking interest above the legal rate 
was a crime, punished by imprisonment That penalty could not 
be enforced, because public sentiment condemned it We receded 
so far as to make it a forfeiture of principal and interest That failed, 
for the same reason. Men thought it too hard, and would not en- 
force it We next receded with our penalties, until we came to the 
moderate infliction of the loss of all interest on the loan and a 
deduction from the principal of three times the excess over the 
legal rate. But this moderate penalty you cannot enforce. Yet 
it is all you have left; for the transaction is secret, and covered by a 
false statement of the principal sum, or by other means, and unless 
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the borrower turns against the lender and testifies, you can do noth- 
ing with the transaction; and the borrower had better pay any amount 
of usury than incur the total loss of credit ever afterwards, which 
would follow his turning upon the lender. Under usury laws, 
the loan must always bear the aspect of legality, and courts and 
juries render verdicts and judgments on extortionate loans without 
suspecting it The poor borrower must suffer in silence, — must 
bleed to death in secret But, if there are no prohibitory laws, the 
rate actually paid is more likely to be known, and public opinion 
be brought to bear upon the unreasonable lender, and sympathy, 
if not relief, extended to the borrower. 

But, in what attitude has this legislation placed our honored 
Commonwealth? Unable to make usury a crime, she tempts the 
borrower by a large pecuniary reward, to commit an act of baseness 
towards the lender, for which the instincts of the meanest of her 
citizens will despise him. In the darkest regions of the criminal 
law, dealing with men of blood and fraud, we tempt one to the 
betrayal of another, and employ spies, and false-colors; for such men 
are in a state of war against society. We are dealing with moral 
guttt, universally recognized as such, but even there, we despise 
the thief that betrays the thief. But there is no element of right 
or wrong about six per cent or seven per cent The community- 
recognizes no element of guilt in dealing with money at the market 
rate, if there be no fraud or extortion. And for fraud, or duress, 
or gross extortion or undue advantage taken, a court of equity will 
afford relief. But the moral sentiment of the "least erected spirits" 
in the community is above the temptation which your legislation 
offers them, as the only means of enforcing itself. It is not fit that 
the jurisprudence of Massachusetts should bear the shame longer. 

Let us examine, Mr. Speaker, the reasons — I would rather say the 
excuses — for maintaining this system. All writers on political econ- 
omy during the last fifty years, of whom I have information, however 
much they differ in other things, have agreed in condemning the usury 
laws. It is true the opponents of our bill have exhumed a single 
pamphlet, written by the late Mr. Whipple of Rhode Island, and 
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spread it about the House, not without some effect But do gen- 
tlemen know that, though republished some eight or ten years ago, 
for a special purpose, that pamphlet was written more than thirty 
years ago, as an article in a law magazine, by a gentleman of the 
ktst^ generation, whose ideas were drawn from the generation before 
that — before the time of Bentham, McCulloch, Mill, Wayland and 
the encyclopaedists of Great Britain and America? Mr. Whipple ad- 
vised Rhode Island to increase the severity of her usury laws, and 
to fell back upon the Statute of Anne. No doubt he thought that 
if Rhode Island would only rest her political system on the Charter of 
Charles II. , and her financial system on the Statute of Anne, she 
would indeed be the model Commonwealth of America. But Rhode 
Island has followed the latter and wiser advice of her other eminent 
citizen, President Wayland, and repealed her usury laws altogether, 
as have Holland and California. Great Britain, I had the honor to 
remind you, repealed hers twelve years ago, and any man who would 
there ask for their re-enactment would be considered as insane as if 
he moved for the restoration of the Heptarchy. 

But, the facts being all against the continuance of the usury laws, 
what are the theoretic excuses for their maintenance? It is said that 
the borrowing class is the feebler class; that the borrower is at the 
mercy of the lender and needs protection. I hope I have shown that 
if this were true, the usury laws fail to help him, at the only time he 
needs help, when the rates of interest are high, or his security is poor, 
— in fact that they make his condition the worse. But, Mr. Speaker, 
the relations between the borrower and the lender are not now, es- 
pecially in New England, what they were once in history. The 
borrower is no longer the trembling suppliant at the threshold of 
the patrician lender. Who are the borrowers now? The railroad, 
manufacturing, steamboat and mining corporations. They are bor- 
rowers, — those great corporations that are suspected of controlling the 
politics of our States and towns. The State and National Govern- 
ments are borrowers. All mercantile enterprises require loans of 
credit; and the great merchants and manufacturers are borrowers one 
day and lenders the next The great builders are borrowers. One 
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of the members from Boston, who called himself a mechanic, spoke 
warmly for the right of the poor mechanic to get his loan at six per 
cent But I find, on inquiry, that that member is a great builder; 
he builds those large blocks of houses, too costly for you or me, sir, 
to live in, and sells them for prices that we cannot afford to pay. He 
buys land and builds his houses upon borrowed money, and sells 
upon credit secured by mortgage. He fears no usury laws, as a 
lender; for his extra interest is put into the purchase money; and 
no doubt he would be glad to cheapen the rate of borrowing, where 
it is an actual money loan in the market, for there he is a borrower. 
But, even so, I hope I have shown that his calculations are mistaken. 
Again, it is not the poor mechanic that is the borrower. The journey- 
men the member from Boston employs, are not borrowers. Hired 
laborers in this country seldom are. It is mostly enterprise that . bor- 
rows, and capital borrowing more capital. 

Who are the lenders in this country? I know that great capitalists 
and banks of discount are large lenders; but men of moderate capital 
are also lenders, sometimes singly and sometimes by association. But, 
sir, by a miracle of this century, the poorer classes, the day laborers, 
the seamstresses and household servants, the news-boys in the streets, 
have become capitalists, and lend to the rich and great. Formerly 
the poorer class of laborers, laying up their small sums of five or 
twenty dollars, too small to lend at interest, hid them away in stock- 
ings, or buried them in chimney corners, and were tempted to spend 
them because they had them at hand and were gaining nothing from 
them. A benign Providence put it into the heart and head of some 
persons early in this century, to establish a system by which these 
drops that fell upon the earth only to sink into it, were saved and 
trained into little rills, which flowed together and formed a steady 
stream of public credit These, sir, are our Savings Banks. * These 
millions, constantly in the loan market, are almost entirely the prop- 
erty of our poorer classes. They form this new element that en- 
ters into the changed relations of the borrowing and lending classes 
in New England. Your usury laws extend to them; and, as the trus- 

* Their deposits in 1880 were in excess of eight hundred millions of dollars. 
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tees of those banks do not think it just to the poor depositors to lend 
their money at six per cent, when they can lawfully get more, they 
have withdrawn a large share of these millions from the loan mar- 
ket, and invested it in government securities at over seven per cent, 
thus diminishing the supply, and necessarily increasing the rate of 
interest * 

It must be remembered, too, that the borrower in the small coun- 
try town need no longer be subject to the one rich lender of the town. 
The rapid diffusion of information by railroad, telegraph, post, and 
especially the daily papers, will carry the rates of the money market 
almost daily into the remotest towns of New England. Money will 
find its level everywhere. 

The only practical objection to the repeal, seemed to me to be, 
the fear that the banks of discount might combine and keep up an 
artificial rate of interest. I have made careful inquiries on this sub- 
ject, and am satisfied that there is no more practical danger on that 
head, than the community must always incur in its financial transac- 
tions. The banks are numerous. There will be competition among 
them. And there is not only the competition of private lenders at 
home, but the competition from abroad. Capital is drawn toward 
demand. State lines and town lines are disregarded. Loans are 
made in a few minutes by telegraph; and it will more and more 
be the case that, when an inadequacy of supply to the demand, 
or a combination ot lenders has raised the rate of usance, an influx 
from abroad will bring it to its natural level. 

I desire to express my thanks to the House for the kind attention 
they have given me. My wish has been to satisfy the minds of the 
doubtful, and if possible to make converts of opponents. As for 
myself, -sir, I shall vote for the repeal of the usury laws, because I 
do not think they aid the borrower, but rather bring him to a worse 
condition than he would be in, in an open market. They have balked 
the humane purposes that gave them life. I vote for their repeal, be- 
cause I think them in violation of the immutable laws of trade, and 

* The reader must bear in mind that the condition of affairs referred to, was that 
existing at the time this speech was made, namely, in 1867. 
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therefore necessarily leading to evil; because they are of no effect when 
the market rate is equal to or below the legal rate, and, when it is 
above, tend to frighten away capital, induce chicanery, circumven- 
tions, frauds and go-betweens, and to introduce the borrower to the 
worst class of lenders. I vote for their repeal, because they familiar- 
ize the community to the sight of a disobedience of law by the best 
of citizens, and consequently to a severance of law from morals. I 
vote for their repeal, because the steadily advancing public sentiment, 
gradually enlightened by generations of experience, no longer believes 
them politic or just, or regards the breach of them as a crime, an 
immorality, or even an impropriety. And lastly, sir, I vote for their 
repeal, because they place our beloved Commonwealth in the un- 
dignified position of tempting the borrower to commit the most ig- 
nominious of offences, in the vain effort to prevent that which no 
one considers to be a crime. 



EFFECT OF THE REPEAL OF THE USURY LAWS OF 
. MASSACHUSETTS. 

The usury laws of Massachusetts were repealed in 1867, mainly, 
as before stated, through the influence of the foregoing speech of Mr. 
Dana. As usual, the most gloomy anticipations were indulged by 
the opponents of the repeal, as well as confident predictions of a re- 
consideration of the act at an early day, as the results of a brief expe- 
rience. What the actual effects have been, and the present temper 
of the people of Massachusetts, is well set forth in the following letter 
from Dudley P. Bailey, Esq., a well-known writer and authority on 
economic and fiscal subjects: — 

Everett, Massachusetts, 
July, 14, 1881. 

Mr. David A. Wells, 

Dear Sir: — In answer to your inquiry concerning the results flowing from the 
repeal of the usury laws of Massachusetts in 1867, I feel fully warranted in saying 
that the general judgment of well informed men, after an experience of fourteen 
years, approves the policy then adopted. While the usury laws were in force they 
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operated, so far as they had any effect at all, either to hinder borrowing or to cause 
a resort to various devices, injurious to commercial morality and expensive to the 
borrower, for the purpose of evading them. As showing how the usury laws hin- 
dered borrowing it may be stated that the largest amount of mortgages on real 
estate held by the savings banks of Massachusetts before the repeal was $18,408,749, 
in 1862, while in October, 1866, just previous to the repeal, the amount had fallen 
to only $16,145,891. Ten years later, in Oct., 1876, it had reached $121,151,105, 
and in 1880 it had only fallen to $82,431,984. Before the repeal the loans on 
real estate outstanding at any one time in Massachusetts probably never reached 
$100,000,000. They have since that event increased, according to a careful esti- 
mate made a few years ago, to about $450,000,000. These figures show conclu- 
sively how the usury laws hampered both borrowers and lenders and partially 
closed the door to loans on one of the most desirable of securities. In some cases 
these loans may have proved a curse instead of a blessing. The stupendous finan- 
cial revolution of the last twenty years, resulting from our late iniquitous system 
of paper money with its depreciation at first, and its subsequent appreciation to the 
ruin of so many debtors, has in some measure counteracted the benefits which 
would naturally have resulted from the repeal. But these benefits still remain real 
and substantial. Industry and enterprise have been stimulated and many persons 
of small means have been enabled to secure homes of their own, as many more 
would have done but for the untoward influence of the causes just mentioned. 
While population has incleased 22$ per cent since 1870 the number of dwelling 
houses has increased 29 per cent, showing a perceptible increase in the material 
comfort enjoyed by the masses. 

As to the question whether the current rates of interest were increased by the 
repeal, it would manifestly be the tendency of the enlarged demand for money thus 
created to cause some temporary advance in rates. It is well known that there was 
an increase in the rates of interest paid after the war. But it would be more cor- 
rect to say that this rise caused the repeal than that the repeal caused the rise. 
This rise resulted from causes having more than a mere local operation, such as 
the heavy government loans and the great industrial and commercial development 
succeeding the war. To meet this emergency there was passed in Massachusetts 
in 1866, a year before the repeal of the usury laws, a law increasing the legal rate 
of interest for one year to seven and three-tenths per cent. The upward tendency 
continued until the great collapse in 1873. Eight per cent had then become a not 
uncommon rate on good mortgage security. On the 31st of October, before any 
considerable decline in rates had occurred, it appears that of $159,839,774 loaned 
by savings banks $82,026,800 bore interest at 7 per cent, $15,590,678 at seven and 
three-tenths per cent, $27,045,524 at 7J per cent, and $30,067,622 at 8 per cent. 
The total of loans at or above 7 per cent was $155,621,721, or 97.4 per cent of the 
whole, leaving only $4,218,053, or 2.6 per cent, loaned at less than 7 per cent, and 
$2,431,351, or 1 i per cent, loaned at or below 6 per cent. It is safe to say that 
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these rates were as a rule more favorable to the borrower than those exacted by 
private lenders. 

At this point a reaction commenced, and rates have now fallen to a lower point 
than any reached while the usury laws were in force. Cities and towns in good credit 
borrow readily at 4 to 5 per cent, and in case of temporary loans even as low as 3! 
per cent. Money is loaned on first-rate mortgage security and in large sums as low 
as 5 per cent, and sometimes even at 4 per cent where the circumstances make it pos- 
sible to evade double taxation. Only where the loans are small or on poor security 
does a higher rate than 6 per cent prevail. Of $131,840,604 loaned by the savings 
banks October 30, 1880, $5,618,207 bore interest at 3$ per cent, $8,549,447 at 
4 per cent, $5,5 I 5»599 at 4* per cent, $14,851,880 at 5 per cent, $4,462,882 at "5 \ 
per cent, $53,214,139 at 6 per cent, $10,381,251 at 6$ per cent, and $19,096,279 
at 7 per cent. Only $22,118,017, or 16.8 per cent, bore interest at or above 7 per 
cent, against 97.4 per cent of the loans in 1874, leaving $109,722,587, or 83.2 
per cent of the total, bearing interest at or below 7 per cent, of which $99,012,336, 
or 75.1 per cent of the total, bore interest at or below 6 per cent against a pro- 
portion of only i£ per cent in 1874. Eight per cent loans had almost entirely 
disappeared. Of the total state and local debt of Massachusetts, amounting 
to $109,900,000, only $5,100,000 bears interest at a rate above 6 per cent, while 
$104,800,000 bears interest at or below 6 per cent, $41,063,950 being at 6 per cent 
and $56,440,281 at 5 per cent. The 6 per cent obligations are loans of former 
years not yet redeemable. Otherwise they could easily be refunded at lower rates. 

These facts show clearly that the repeal of the usury laws has not operated in 
the interest of lenders alone, but that it leaves rates of interest to be fixed according 
to the state of the market, which sometimes favors the borrower and sometimes the 
lender, working out an even-handed justice in the long run. So firmly is this 
policy of free trade in money now established in Massachusetts that all attempts to 
overthrow it have signally failed. A legislative committee had the matter under 
advisement in 1874, but after a protracted investigation a majority reported ad- 
versely to any change, and the subject dropped out of sight. So firmly convinced 
are both borrowers and lenders that they are competent to make their own bar- 
gains, unhampered by the restrictions of a meddlesome law, that no movement for 
a return to the former system commands any serious attention. 

Respectfully yours, 

Dudley P. Bailey. 



Another well-recognized authority, Hon. Carroll D. Wright, the 
well-known chief of the Massachusetts Bureau of Statistics of Labor, 
also thus expresses his opinion respecting the result of the repeals of 
the usury laws in Massachusetts: 
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Bureau of Statistics, Boston, 
May nth, 1881. 

Commonwealth op Massachusetts, 

I note your query as to usury laws. I am satisfied that the repeal was a good 
tiling and did not result in increasing current rates. 

Very truly yours, 

Carroll D. Wright. 

Boston, August 17, 1881. 
I am fully satisfied that the repeal of the usury laws in Massachusetts has been 
productive of great benefit, and has not been followed by any of the evils which 
the opponents of repeal confidently anticipated and predicted. 

Edward Atkinson. 



PRESENT STATUS OF USURY LAWS. 

Usury laws no longer exist in fourteen of the states or territories of 
the Federal Union; and in none of these is it pretended that the 
people or business labor under disadvantage therefrom, as compared 
to the condition of things in other states or territories where a different 
policy is maintained. In eight states the only penalty imposed for tak- 
ing interest in excess of the legal rate, is the forfeiture of the interest ; 
and in eight more the lender forfeits only the excess of the contract 
rate over the legal rate. New York, Oregon, and Virginia are the only 
states which still maintain extreme usury laws, needing only the old-time 
provision, debarring the offender from the right of Christian burial, to 
make them equal in all respects to the pattern of the middle ages. In 
New York, where the statute in its most essential provisions is rarely 
enforced,* the recipient of usury forfeits both principal and interest, 

* In New York City during the year 1880 the demand for the use of money 
for a time was such that loans were made at from 1-32 to \ and (in a few rare 
instances) even \ per cent per day in addition to legal interest. In 1879, rates, 
during a period of stringency, reached § per day above the prescribed rate; which 
was equivalent to 144 per cent a year. Just before the panic in 1873, rates- 
reached I J per day, or 547 per cent a year. From 20 to 78 times the rates pre- 
scribed by law were thus paid. The law of New York expressly ordaining that 
the "hire of money should be at the rate of seven dollars for a hundred dollars for 
one year, and in the same proportion for a longer or shorter time, and prescribing 
heavy penalties for any violation of the same, was therefore a dead letter, wholly 
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and is made liable, in adition, to a fine and imprisonment. Virginia 
forfeits contract and exacts a penalty of twice the principal. 
Oregon forfeits principal, interest, and costs. Idaho Territory 
prescribes a fine of $300, or imprisonment of six months, or both. 

Apart from the United States, England repealed her usury laws in 
1854; Denmark in 1855; Spain in 1856; Sardinia, Holland, Norway, 
and the Swiss Canton of Geneva in 1857; Oldenburg in 1858; Bremen 
in 1859; Saxony and Sweden in 1864; Belgium in 1865; Prussia, the 
North German Confederation, and Austria (in part) in 1867. 

As above stated, Usury Laws were abolished in Germany in 1867, 
their inemcacy having been scientifically proved. Within a recent 
period, however, the subject having again been brought up in the 
German Bundesraih for consideration, an inquiry was officially made 
of all the branch offices of the German bank, as to whether, in con- 
sequence of the abolition of the usury laws, an increase of usury and 
a rise of the rate of interest had been observed. The question was 
answered in the negative by all, and the opinion was expressed that 
the rate of interest should not be limited. Subsequently, a commis- 
sion recommended an amendatory enactment to the Bundesrath for 
consideration; concerning which it may be said, that if Governments 
are to continue to interfere at all in respect to the use of the commo- 
dity money, and prescribe conditions for its employment which they 
would not think of prescribing in respect to the use of any other 
commodities, then the proposed enactment seems to have the mini- 
mum of objectionable features. The amendment reads as follows: — 

Whosoever grants a loan, or prolongs an old loan and abuses the diffi- 
culties, the poverty, the inexperience, or carelessness of his client, by exact- 
ing promises that will bring pecuniary advantages to himself, which exceed 
the rate of interest, and are in no proportion with the service rendered, 
shall be punished for usury up to three months imprisonment or fined up 
to 1,500 marks. 

unsustained by public opinion, and without any effect in attempting to regulate the 
price of the most important of all commodities. In June, 1879, the legislature of 
New York, after consideration of the subject, refused to repeal her usury laws; but 
lowered the prescribed rate from 7 to 6 per cent. The alteration of rate has, how- 
ever, produced no change in either public action or public opinion. 
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The state of Connecticut substantially repealed her statutes re- 
stricting the price to be paid for the loan of money in 1872. During 
the year ensuing, the money market was very stringent, and some of 
the Connecticut savings banks took advantage of this condition of 
affairs to advance the rate of interest on loans secured by mortgages 
on realty, from six to eight per cent This procedure, however, ex- 
cited so much of popular prejudice throughout the state, a prejudice 
which politicians found it for their interest to encourage, that at the 
meeting of the next legislature the repealing act of the previous year 
was repealed and the old law, with some additional stringent provi- 
sions, replaced upon the Statute Book. An examination of all facts 
in the case, proves, however, that the repeal of the provisions against 
usury during the brief time that it was operative, was, contrary to cur- 
rent public opinion, beneficial rather than injurious to the business 
interest of the state. Thus, during the continuance of the money 
stringency above noted, the business men of Connecticut, especially 
the manufacturers, experienced the usual temporary difficulty in ob- 
taining all the financial accommodation that they desired from the local 
banks or other customary sources of supply; and had the former re- 
strictions against local lending at more than six per cent been opera- 
tive, they would have been compelled to resort as usual to the New 
York market, and to have sold their paper at the high market rates 
for money there and then current, ranging from 12 to 15, and even a 
greater percentage. But when it was for the first time popularly rec- 
ognized that money could be loaned at any rate within the state, 
without the violation of any provisions of law, and was in demand at 
greater than the usual rates, it came forward in unexpectedly large 
amounts from many new and before unavailable local sources; and 
the business men of the state were enabled to supply themselves under 
conditions much more favorable than would have been the case had 
they been compelled to rely mainly on the New York market At 
the same time the gain from the temporary high rates of interest ac- 
crued to the benefit of the local lenders — many of whom were persons 
of comparatively small capital — instead of the professional money- 
lenders and speculators of the large city. 
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As already stated, the speedy re-enactment of the usury laws in 
Connecticut after they had been repealed was due mainly to the 
action of certain savings banks of the state in advancing the rate of 
interest on their loans. For this the banks were subjected to severe 
popular criticism. It is also to be noted that in granting charters to 
Savings Banks, the different states of the Federal Union have generally 
forbidden such banks to lend at other than fixed low rates of interest; 
and have also imposed such taxes on the deposits as to limit the rates 
of profit which the savings banks can divide among their depositors. 
Singularly enough it does not seem to have occurred to the popular 
mind that all legislation of this character is legislation that involves an 
odious discrimination in favor of the rich and at the expense of the 
poor. Thus, the savings bank deposits represent mainly the re- 
sults of the savings of the industrious and economical poor; who 
voluntarily deprive themselves of many present enjoyments and 
often of comforts, in order that they may guard against future con- 
tingencies of sickness, want, or old age; or make provision for the 
education or business prospects of their children. Why should not all 
these persons have the same right to receive the highest price for their 
money which the market will offer, as well as the highest price which the 
market will offer for their labor direct, or for the products of their labor 
in the form of potatoes, boots and shoes, fish, or other commodities? 
The rich man who has money to lend rarely fails to secure the highest 
market rate for it; and it is notorious that usury laws rarely interpose 
any effective obstacle in the way of his so doing. Then why should the 
poor be debarred from participating in the same profit and privilege ? 
And to whose benefit does the restrictions imposed on the loans of sav- 
ings banks.accrue ? Not to the poor, who as a rule cannot put up the 
required security for loans; but rather to the well-to-do, to the pro- 
jectors of new enterprises, or to the agents of corporations, all of whom 
buy the use of money, as they buy other commodities, for the profit 
they expect to make over and above the purchase price, and who do 
not need any one to instruct them, whether it is expedient to purchase 
at one price rather than another. 
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Lenders and Borrowers always Silent Co-Partners. 

There is always a silent co-partnership between the lender and bor- 
rower. If capital employed in production is remunerative, those who 
use it will compete with each other, and thus cause a high rate of 
interest; and this rule will be proportioned to the. rate of profit on the 
production. This natural partnership between the money-lender and 
the money-borrower, usury laws attempt to contravene, but the at- 
tempt is never successful. 

If warfare upon capital in the form of loans — which is generally 
popular — should be in the future more popular, and should be con- 
tinued, it cannot be doubted that the loaning of capital would be 
retarded, and perhaps prevented. But the lending of money having 
once ceased, the selling of money — i. e., the exchange of money for 
land, or other property — would continue, and with greater advantage 
to the seller; and the power of the capitalist, instead of being impaired, 
would really be increased by the change. For it is evident, that if no 
one will lend capital, those whose necessities compel them to bor- 
. row will have to sell their property, and at just those prices which the 
capitalist — who is naturally averse to owning and managing property 
except at a greater remuneration than the average return for money at 
interest — is willing to give. The aggregate number of persons who 
are willing to lend in any community, is always much larger than 
those who have such special knowledge of any particular class of 
property as will make them willing to buy. And so the class having 
this special knowledge, if there is no borrowing, will have special op- 
portunities for the purchasing of property at reduced rates. 

Usury laws are founded on the idea that it is possible to reduce 
the rate of interest — which is the rent of money — by statute enact- 
ment But anything which obstructs or prevents the rent of money 
increases the purchasing or selling power of money. Those who have 
special knowledge about property and the command of capital can, 
under such circumstances, take the greatest conceivable usury, through 
the enforced sacrifice of property, through the necessities of its owners, 
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at low prices. These profits may be jiffy or even one hundred per 
cent; but no law is violated, and the public does not complain. Ac- 
cordingly no usury law can be effective which does not also embody, 
in addition to limitations on the rate of lending, provisions forbidding 
the purchase of property, except at prices established by statute. But 
an arbitrary edict of this character, in this age of the world, would be 
universally discarded and condemned. But it is instructive to here 
recall the circumstance, that in old times legislation on this subject of 
usury, if absurd and unjust, was generally logical; for while fixing the 
rent of money, it also established the purchasing power of money, by 
fixing the prices at which not merely commodities, but also labor 
should be sold. The believers in modern usury are not, therefore, 
believers in either reason or logic. "I never violate the usury laws," 
said a noted New York money-lender. "Why should I? I have 
only to bide my time, and when the necessities of the borrower be- 
come great, and he cannot command money at the legal rate, he will 
be forced to sell me his property at usurious rates. " 

The friend of the people who annually rises in the American state 
legislatures and proposes to enact legal measures looking to a com- 
pulsory and unnatural reduction of the rate of interest dn capital, does 
not realize that if he could be successful in what he proposes, he 
would at the same time inflict a most serious blow upon labor; for 
capital and labor, in order to win any large measure of reward, have 
to ride the same horse; and any treatment, in a free country, which 
impairs the quality of the animal for carrying one, will not per- 
manently increase its ability for carrying two. One of the shrewdest 
men of New England, who was the architect of a fortune for himself 
and many others, in the days when public expenditure meant expendi- 
ture for public purposes exclusively, was accustomed to say, "If you 
are looking for a good place to locate your boys in business, select 
those places where interest and taxes are the highest " And he was 
right: for assuming that honesty and discretion are the rules of action, 
such districts would be the ones where capital and labor would com- 
mand the highest reward for their services; and where private wealth 
was willing to contribute the most for the public good. 

W. 
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INTEREST LAWS IN THE UNITED STATES. 



Rate 
Per Cent. 



State. Legal. 

1. Alabama 8. . 

2. Arizona 10. . 

3. Arkansas 6.. 

4. California 10.. 

5. Colorado 10. . . 

6. Connecticut 6. . . 

7. Dakota 7.. 

8. Delaware 6. . 

9. D. Columbia 6. . 

10. Florida 8 . 

11. Georgia 7.. 

12. Idaho *io. . 

13. Illinois 6. . 

14. Indiana 6. . 

15. Iowa 6.. 

16. Kansas 7.. 

17. Kentucky 6. . 

18. Louisiana 5 . . 

19. Maine 6. . 

20. Maryland 6. . 

21. Massachusetts 6. . 

22. Michigan 7. . 

23. Minnesota 7.. 

24. Mississippi. 6. . 

25. Missouri. 6. . 

26. Montana. 10. . 

27. Nebraska. 7. . 



Special. Penalty of Usury. 

. . — Forfeiture of interest. 

.. § None. 

. . 10 None. 

.. § None. 

.. § None. 

. . 6 Forfeiture of all interest 

. . 12 Forfeiture of contract. 

£ « u « 

..10 " " all interest. 

. . § None. 

. . 8 None. 

. . 24 $300, or imprisonment 6 mos., or both. 

. . 8 Forfeiture of all the interest. 

. . 10 Forfeiture of excess of interest. 

. . 10 Forfeiture excess of interest and costs. 

. . 12 Forfeiture of excess over 12 per cent. 

. . 6 . . Forfeiture of all interest. 

. . 8 Forfeiture of all interest. 

. . — Forfeiture of excess. 

. . 6 Forfeiture of excess of interest 

. . g None (6 per cent, on judgments). 

. . 10 Forfeiture of excess of interest 

. . 10 Forfeiture of excess of interest 

. . 10 None. 

. . 10 Forfeiture of all interest 

.. § None. 

. . 10 Forfeiture of all interest and costs. 
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INTEREST LAWS IN THE UNITED STATES. 



Rate 
Per Cent. 



* State. Legal. Special. 

28. Nevada 10. . . . § . . . 

29. New Hampshire 6. 

30. New Jersey 6. 

31. New Mexico 6. 

32. New York *6. 



33. North Carolina 6. 

34. Ohio 6. 

35. Oregon 10. 

36. Pennsylvania 6. 

37. Rhode Island f 6 - 

38. South Carolina 7. 

39. Tennessee 6. 

40. Texas 8. 

41. Utah 10. 

42. Vermont 6. 

43. Virginia 6. 

44. Wash. Ter 10. 

45. West Virginia 6. 

46. Wisconsin 7. 

47. Wyoming 10. 



Penalty of Usury. 

§ None. 

6 Forfeiture of 3 times excess of interest. 

6 Forfeiture of all interest and costs. 

§ None. 

6 Forfeiture of principal: $1,000 fine, 

and six months' imprisonment. 

8 Forfeiture of all interest. 

8 Forfeiture of excess. 

12 Forfeiture of interest, principal and 

6 Forfeiture of excess. [costs. 

§ None. 

7 None. 

6 Forfeiture of excess over six per cent. 

12 None. 

§ None. 

J7 Forfeiture of excess. 

|| Forfeiture of contract and penalty 

of twice the principal. 

§ None. 

6 Forfeiture of excess. 

10 Forfeiture of all the interest. 

& None. 



* Usurers liable to arrest for misdemeanor. 

t Rate on judgments unless otherwise expressed. 

% On railroad bonds only. 

§ No limit. 

|| No corporation can plead 1 
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48 PUBLICATIONS AND ANNOUNCEMENTS* 

There have been six thousand of these Economic Tracts distrib- 
uted, every member receiving a set of the series for his membership ( 
fee. (The Tracts of this series may still be obtained of the Secre- 
tary at the prices named, or by forwarding 50 cents for the series.) 

The second series of the Library, issued in 1882, contains : 

z. A History of Political Economy in Europe, by Jeromb-Adolphe Blanqui ; trans- 
lated by Miss Emily J. Leonard. 638 pp. $3.50. 

2. Money and the Mechanism of Exchange, by J. Stanley-Jbvons. 402 pp. $1.75. ' 

3. On Liberty, by John Stuart Mill. 304 pp. $1.50, 

3 vols, in box $5.00. 

In the series of Economic Tracts for 1882, have thus far been 
issued : 

V. l * Political Economy in One Lesson," by A. Ctiurtois ioc 

VI. '* Money and its Substitutes," by Horace White xoc. 

Vn. " Paper Money in France," by A. D. White, of Cornell University . . . 15c. I 

Tract No. VIII will be selected from the three following, which i 
are now under consideration : \ 

" Our National Banking System," by Comptroller Knox. ' 

41 Conciliation and Arbitration as Substitutes for Strikes," by Joseph D. Weeks. 
u Capital and Labor," by Walter Bagehot. 

Notice, — The Executive Committee take pleasure in informing the 
members that, in addition to the series of tracts which the Society 
will issue this year, they may expect to receive a pamphlet by Mr. 
Edward Atkinson, of Boston, Mass. 

The Society has secured a limited number of copies (in addition 
to the regular Library edition) of u Money and the Mechanism of 
Exchange," by the late W. Stanley- jEVOns, which may be ob- 
tained at the reduced price of $1.25. 

R. L. DUGDALE, Sec, 
Society for Political Education, 4 Morton St., New York. • 

October 2, 1882. • 

PUBLISHING AGENTS. 

G. P. PUTNAM'S SONS, 27 & 29 West 23d St., New York, 
W. B. CLARKE & CARRUTH, Washington St., Boston. 
JANSEN, McCLURG, & CO., Chicago. 
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A SUMMARY OF ECONOMICS 
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NEW YORK 
THE SOCIETY FOR POLITICAL EDUCATION 

4 MORTON STREET 
1883 



"""" 



PREFATORY NOTE. 



This summary is re-worked from a chapter in a volume, not yet com- 
pleted, on " The Arts of Life." It is intended to give a comprehensive 
view of the principles of Economics, in as simple a style as the necessary 
compression permits, defining economic terms chiefly by their use in the 
context, and not attempting detailed illustration. I hope later to develop 
this skeleton into a practical manual of Economics, more simple and easy 
because less compressed, in which principles shall be illustrated from 
American facts. 

It has not been practicable to give detailed credit to the economists 
upon whose thought I have freely drawn, as notably from Walker, from 
Jevons, and from Henry George, whose kindling fervor one may acknowl- 
edge without accepting the extreme conclusions he draws from his premises. 
For some suggestions in this summary, I cannot hold any one but myself 
responsible, as, for instance, the analysis of taxes according as they belong 
to preventive or to constructive government, the use of the word Director, 
and the analogies between land and 'brains." 

I dedicate this attempt to serve the cause of Political Education to the 
honored memory of Richard L. Dugdale, first Secretary of the Society, whose 
efficient enthusiam for the work can never be forgotten by his sorrowing 
associates, 

R. R. Bowker. 

I November ^ 1883. 



Copyright, 1883, by R. B. Bowker. 
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OF WORK AND WEALTH, 



I.— THE STUDY OF ECONOMICS. 

The first every-day duty of a man is to earn his own living. This 
he must do by Work, which obtains from Nature the physical basis of 
life and by saving and exchange produces Wealth. With this business 
of Work and Wealth, Economics has to do. Some writers define it 
as the science of Production, others as the science of Wealth, others as 
the science of Exchange. It may be called also the science of Gain, 
because the purpose and result of all production and exchange, the 
end of economic man, is gain. The name Economics (from oUoc, 
the house, and vefieiv, to manage or give law) means household 
management, or in the wider sense, the management of the Common- 
wealth, as the good old phrase calls the State, For the State is in- 
deed founded on homes ; it is the family which is the economic unit 
A man takes to himself a wife, who may or may not earq, and begets 
children; it is what all in the home earn, less what all spend, that 
leaves wealth; these "hostages to fortune," in Bacon's phrase, 
anchor a man's economic position in the home. It is in the wider 
sense, as relating to the Commonwealth, that Economics has usually 
been known as Political Economy. 

The mastery of the principles of Economics is important because 
it is no inconsiderable part of the mastery of life. The ignorant 
man is everywhere at a disadvantage, and here most of alL Ignor-. 
ance must always buy dear ; it pays high prices for goods and for 
experience. It favors " cheap money " which costs dear in the long 
run, because it does not see that it is things which are exchanged, 
after all, and that money is not cheap when it will buy but little ; it 
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favors usury laws because it does not see that .under them interest 
is often higher to cover the risk of evading laws ; it forever over- 
looks "that which is not seen," to be cheated by "that which 
is seen." An ignorant man has no foundation from which, by 
reliance on his own knowledge, he can resist the sheep-like 
tendency of the run of men; he makes the common mistake 
of buying on a rising and selling on a falling market, and so 
helps on expansion or panic and brings ruin to himself. While 
knowledge, in Economics as everywhere, interprets for the educated 
man the experience of the past into foresight for the future. He is 
the better business man, fore-warned, fore-armed, who can bring into 
his calculations that wave-line in economic development, which makes 
the "ups and downs" of business, — "the established cycle," says 
Lord Overstone, " of quiescence, next improvement, prosperity, ex- 
citement, overtrading, convulsion, pressure, stagnation, distress, end- 
ing again in quiescence." He is the wiser farmer who recognizes the 
same law in sowing his crops, and avoids the low prices which com- 
monly follow a season of high prices, say for potatoes, because "every- 
body" next year plants potatoes and so brings down the price. And 
not only for his own sake, but for the sake of good government, 
ought a man to study Economics. Public opinion is after all 
the great court whose decisions rule, and public opinion is only the 
aggregated opinion of individual men. 

The wealth of nations, with which, as a state craft, Economics 
deals, is of two orders, Wealth Potential and Wealth Produced. 
Potential Wealth is, in truth, "abundance of life": to a nation, 
the amount of living vigor, present and prospective, applicable, 
within the limits of over-population, to produce work ; as to each man 
health, length of years, natural capacity for production increased 
by skill Every " able-bodied " immigrant is thus said to be worth 
to the United States, whose land still invites labor, a thousand dol- 
lars. It is this wealth which Ruskin regards, fulminating against 
economists for their narrow definitions, and Adam Smith himself in_ 
eluded it in reckoning the capital of a country. It is this with which 
the statesman largely concerns himself in his economic direction of 
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the State. But this wealth cannot be exchanged ; like all higher 
things, it is beyond value and literally "without price." Produced 
Wealth alone has value in the economic sense of power-in-exchange, 
and it is this with which economists, as such, primarily deal When 
then we speak of Wealth, we mean usually the fruits of Work, not the 
possibilities of it ; Wealth is labor stored by combination with ma- 
terials. 

There are two great schools of economists — the English or Man- 
chester school, which confines itself to the analytic method, isolates 
" the economic man," and insists upon the abstract science , crying 
"hands off ," laissez faire / (let be!) to any "interference" with 
general law ; and the German school, which follows the historical 
method, deals with the historic man, and, may be said to emphasize 
the art of Economics. The one lays down what must be, the other 
asks what has been: so far as the analysis of the one is cor- 
rect, the research of the other confirms its conclusions : both meet 
in what is. Each has its field ; the method of the one corrects the 
method of the other. It may be sound economy to let well enough 
alone, but not to let ill alone: thus despite the opposition 
of the Manchester school to factory legislation, the English factory 
acts assume a guardianship over employes likely to be ill-used. The 
Duke of Argyle, in his " Reign of Law," says : " During the present 
century two great discoveries have been made in the science of 
government : the one is the immense advantage of abolishing restric- 
tions upon trade ; the other is the absolute necessity of imposing re- 
strictions upon [the abuse of] labor." 

The principles of Economics have in fact various applications ac- 
cording to the complex nature of man, and the actualities of his 
present circumstances. The widest knowledge that can be got from 
past facts and from comparison of present ones, is necessary to de- 
termine the true application of economic laws. The growth of the 
world does not shake truths, but it gives truth new faces. In fact, 
as the world attains unity, as nations communicate and men move 
more freely, as transportation is more easy, the laws of Economics have 
freeer play. Emigration is a tide of labor, obeying economic gravita- 
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tion ; but it is only in our own times that labor moves freely, and in 
great portions of the earth it is still fixed. Means of information like 
the telegraph and of communication like the steamship, bringing 
markets together, abolish the old-fashioned speculation of sailing a 
fast ship into a market which had to pay high prices because it knew 
nothing of cargoes to come, and replace it with the speculation of " the 
street." By cheapening all products toward a standard price, they 
minimize profits : but at the same time by giving wider control to indi- 
vidual men they aggregate profits, so that in our day great fortunes 
grow from the integration of infinitesimals, the heaping up of petty 
/ returns. The organization of industry has given new power to Brains : 
the Director, the entrepreneur, is the most important factor in modern 
economy, and is best paid: with him lies the immense responsibility 
of mis-directed production, under immense penalty of loss and 
perhaps ruin. Thus intelligent leadership to direct and a well-in- 
formed public opinion to control affairs, are found to be peculiarly 
essential to conditions of economic progress in our pwn times. 

The economist of the strict sect indeed invents an economic man 
isolated from humanity and from the times, who does not exist; and 
lays down principles which "being true everywhere are true no- 
where." His world is a fluid world, in which all laws act without 
hindrance and with prophesied result, in which every atom moves 
without friction, in which the supply of labor flows instantly to the 
level of demand. Yet it is Adam Smith himself, the father of mod- 
ern Economics, who points out that man [labor] is "of all sorts of 
luggage the most difficult to be transported." And the author of 
the most systematic treatise on Political Economy in our own day, 
Prof. F. A. Walker, devotes paragraphs to showing that the considera- 
tion of Economics must be divorced from ethics and all higher relations, 
only to give page after page through every department of his work to 
point out how these same human conditions modify and deflect econ- 
omic forces. Desire, the motive power of labor, varies with a thousand 
moral and spiritual relations which affect every division of Economics. 
The cheerful man, well-placed, will produce more ; the wise man, 
well-informed, will exchange to more advantage ; the just man will 
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distribute more fairly and so get more from each agent in produc- 
tion ; the prudent man will consume productively instead of waste- 
fully. The introduction of Christianity, a purely spiritual [force, has 
been perhaps the most potent factor in producing the modern econ- 
omic world. " Custom," the public opinion of the past not yet revised 
by the present, is one of the chief factors in actual economic condi- 
tions. The economic man is an abstraction; it is the human man 
who exists. 

Yet there is no real conflict. The difference between the analytic 
school and the historical school, the economic-scientist and the states- 
man-economist, is a question of method, of limitations. A generaliza- 
tion inevitably fails, more or less, as it is applied to the actuality, to 
the individual. The method of science is to ascertain laws by ab- 
stracting elements. The geographer, mapping out the world, first 
reduces all mountains and valleys to a standard plane of " high water 
level," which has no real existence ; yet this is a practicable method, 
producing useful result. The mistake of the scientific-economist 
is in not recognizing the limitations of his own w#rk ; on his Sci- 
ence of Economics, the Art of Economics must be built. A great 
central law of science is modified by circumstance into specific laws, 
and these are applied in turn to specific actualities, until from the sci- 
ence grows an art which directs life. Yet under all variations of men 
and the times, the scientific principles of Economics are underlying 
forces and can be seen in tendencies. It is gravitation that controls 
the flight of the arrow, though by human volition I shoot it high 
into the air, and when I build a house it does not fall because gravi- 
tation, pulling down, holds it together. 
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II.— THE MAKING OF WEALTH. 

I^The broad law of Economics, its law of gravitation, is the universal 
fact that men desire to get most for least labor. This is the great 
motive underlying the business transaction, out of which the science 
of Economics proceeds. It is the motive of self-interest. Until 
Adam Smith published his "Wealth of Nations," the Bible of Eco- 
nomics, in 1776, most people assumed that each man's and each 
nation's self-interest was opposed to that of every other man and of 
every other nation, that in the business transaction one side must 
lose. It is now seen that men do not trade unless each side gains, 
for each side will keep what it has, no matter how much the 
other wants it, until the other offers something which is to 
it better than what it has, — that is until it gains. Thus each gets 
more than it gives. Trade is not war ; it " seeks peace and ensues 
it." Therefore we speak nowadays of enlightened self-interest, and 
we see that by its operation the world gains. 

Economics naturally resolves itself into four divisions, Production, 
Exchange, Distribution, Consumption ; through all is to be traced 
this motive of self-interest, as men seek to do the least work possi- 
ble to get the thing they want, or for a given amount of work to get 
the most they can. Labor succeeds as it produces its own keep or 
cost and a surplus besides, labor active producing labor stored, or 
Wealth. Labor, applied to natural elements, is thus the fountain of 
wealth ; in this sense, Production is the first factor in Economics. 
But so far there is only latent value, the no-wealth of the miser who 
hoards. It is when, by the division of labor, one man producing 
one and another the other thing, men begin to exchange, that wealth 
is realized, value or power-in-exchange begins, Economics proper 
begins. The saved product seeks a market, u *., those who want it 
and will give other things for it or " pay a price," whether for themselves 
or others, for consumption as food, the raw material of human- 
kind, or as the raw material for further labor. Exchange, itself 
a process of labor and in that sense allied to Production, is the sec- 
ond division of Economics, 
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Into product, as realized into wealth by exchange, there enter 
several elements of cost, and the return from the product must be 
distributed, in general among — 

The Landowner, selling the Use of Land, which is paid for by 
Rent. 

The Capitalist, selling the Use of Capital, which is paid for by 
Interest. 

The Laborer, selling the Service of his Body (with more or less 
skill), which is paid for by Wages. 

The Director (entrepreneur), using the Service of his Brains, 
which is paid for by Profit. 

Distribution is thus the third division of Economics ; it plays an 
important part in the placing a*nd consequent re-production of wealth, 
and it includes in our times the most pressing economic problems. 
Lastly, Consumption, itself the final purpose of Production, Ex- 
change, Distribution, is the final division of Economics ; the balance- 
sheet of prosperity depends upon whether consumption keeps within 
production and is itself re-productive, or whether it exceeds pro- 
duction and leaves nothing from which to again produce. 

Throughout all, as has been said, the great motive of self- 
interest is active and visible. In Production, men will till first the 
most productive soil easiest accessible ; in Exchange they will buy 
in the cheapest market and sell in the dearest ; in Distribution, they 
will claim as much of the earnings and give to others as little as 
they can; in Consumption, they will use what best suits them at least 
cost 

Man lives, then, by applying labor to the resources of the earth. 
Even if like the monkeys, he lives on nuts, he must apply labor to 
pick them off the trees or from the ground. When he goes beyond 
the want of the moment and begins, like the squirrel, to store the re- 
sult of his labor, or, like the bee, to change it in form, he produces 
wealth. Since men, unlike animals, soon learn to barter, this 
wealth has Value or power-in-exchange. Three kinds of produc- 
tion of, or increase of, value are discerned by Prof. Knies — time- 
value, got by keeping, as when ice is kept from winter to summer, 
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which is storage ; place-value, got by moving, as when ice is taken 
from Maine to Louisiana, which is commerce ; form-value, got by 
re-working, as when ice is produced from water by artificial means, 
which is manufacture. Agriculture produces form-value by making 
it possible for natural forces to transmute earth into produce, the 
crude material for all manufactures, as each manufacture in turn 
produces raw [material for the manufacture next above it. To the 
grain thus raised, place-value is added by transporting it to market, 
and time-value by storing it until it is more in demand. There may 
be decrease as well as increase of value in all these ways, as when 
grain rots, or is taken to the wrong place, or is kept till it is less in 
demand ; so a man may keep the same thing, and have more or less 
wealth, because the same thing will hive, according to time, place 
and form, more or less value or power-in-exchange. Besides these 
three positive increments of value, giving us things when, where and 
how we want them, there is a negative increment, depending on 
how little there is of a given thing of which no further supply can be 
had, as Port wine of the vintage of 1820, which is called scarcity- 
value or monopoly-value. This kind of value, we shall see, apper- 
tains to land. 

But there cannot be more than one wealth in one thing. If a man 
" owns " a house worth $10,000, and another man holds a mortgage 
on it for $5,000, there is still only $10,000 of wealth, and the first 
man is really worth only $5,000. Promises-to-pay, as mortgages upon 
land or houses ; or personal notes or bonds, which are corporation 
notes ; or paper-money, which are government notes, are not wealth, 
but we call them " property. " Property thus includes natural elements, 
wealth and evidences of debt, and a man may have a great deal of 
this last kind of property without holding any part of the wealth of 
the community. A man's fortune in " greenbacks " may be burned up 
without the real loss of a cent to the community. So "shares," which 
entitle their owner to part of the returns of a business, represent property, 
but are not wealth; when the real wealth is divided among the share- 
holders, then the " shares n are given up, and the wealth, before 
general, is now individual This distinction is practically important, 
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because it is a common mistake to count the two men together worth 
$15,000 instead of $10,000 ; or to tax both the house and the mort- 
gage, instead of the house alone or $5,000 on each. The wealth of 
a nation consists thus not in mortgages, bonds and other promises- 
to-pay, (unless they are from other nations), but in its real possessions, 
less its foreign indebtedness, plus what other nations owe it ; as a man 
is worth the things he has, less what he owes, plus what others owe to 
him. There is often this difference also, that dealing in things is 
usually gain to the community; dealing in evidences of debt is often- 
times not, but degenerates into mere gambling and the loss of the 
labor of exchanging. 
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III.— WHAT PRICE REALLY MEANS. 

Value then is realized in Exchange, and as this division furnishes 
the fundamental laws and the most frequent terms of Economics, 
it is well to understand its relations and the functions of its chief 
instrument, money, before passing to the divisions of Production 
and Distribution, which depend on Exchange and, being counter- 
parts to each other, can best be treated together after Exchange. 
When a man has produced by his labor more or other than he 
immediately needs, and begins to exchange this surplus with others, 
that moment the whole industrial organization has its start. 

Value, which is power-in-exchange, does not exist without utility 
(which means that some person wants to use the valuable thing,- 
whether for beneficial or hurtful purposes), but utility is wider 
than value, for there are useful things, as health or free air, which 
cannot be exchanged. Value is thus the equivalent of exchangeable 
utility. Value depends upon the relation of supply and demand 
in free competition in any given market. If a government forces 
me to sell it a hat for a dollar of bad money, or if I choose to sell 
a hat for half value — that is, to give away half its value — to a friend, 
neither is exchange in the economic sense and neither illustrates 
value. 

Value is usually expressed by price, which is power-in-exchange 
stated in terms of some specific commodity. In barter, the price 
of a hat might be two bushels of wheat ; in the higher organization 
of trade in which money is used, price is usually expressed in terms 
of money, as the price of a hat is a dollar. If values were stable, 
both as regards the thing sold and the thing in which it is paid for, 
price would remain the same. But neither condition holds true. 
There are thus two elements of change in price : the value of the 
thing for which a price is given, and the value of the thing in terms 
of which it is stated — the value of the hat and the value of the 
bushel of wheat or the money. Nothing is more liable to deceive, 
in history, and to some extent in the transactions of the day, than 
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absolute statements of price. Wheat may be at one time the 
scarcest, at another time the most plentiful, thing in a community, 
so that a hat having the same value might one year be priced at 
three and another at one bushel of wheat The same is, in less 
measure, true of money ; a penny some generations ago in England, 
meant more purchasing power than a shilling means to-day — but a 
few pence then made up a day's wages. Moreover, there are quali- 
ties of wheat, and there is " good " and " bad " money, money worth 
its face value as metal, and so-called paper money or promises-to-pay 
which are not likely to be paid and therefore are worth little. So, a 
laborer may get a price of one dollar a day in good money, and have 
really higher wages than if he got the price of two dollars a day in 
bad money ; price is not named in the same kind of dollars both 
times. When prices are low, it often means that money is scarce or 
" high " ; when prices are high, it is often because money is more 
plenty than goods, i. *., money is '• low." 

If " the economic man" really existed, producing just what was 
wanted and placing it by exchange just where, when and in 
the quantity wanted, under perfect conditions of competition, supply 
and demand would balance, and value and therefore price would 
equal the cost of production, or more accurately of production of 
that part produced at the most disadvantage at which it is still worth 
while to produce. For it is evident that no man is willing to pay 
more than bis neighbor in the same market for the same thing — 
unless by reason of debt, or ignorance, or other limiting conditions, 
he is not a free buyer ; and this price cannot be lower than the 
price at which it stops being worth while to produce — that is, at 
which the disadvantages of producing cease to be outbalanced by 
the advantages to be had in exchange. The producer who produces 
with more advantage — that is, with less outlay of capital and labor — 
gets this price, and has the equivalent of his advantage as gain. From 
this comes the important economic law that there can be but one price 
for a given thing in a given market ; otherwise a buyer would pay a 
price according to his particular need, a starving man ten times as 
much for bread as a man who doesn't much care whether he eats 
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another piece or not This price, stated from the producer's or 
seller's side as the cost of production at most disadvantage, is, stated 
from the consumer's or buyer's side, equivalent to the "final utility" 
of the article — that is, utility when the supply approaches superfluity 
and exactly balances demand. At this point the seller, who cannot 
replace his product by less labor, has no great desire to sell, and the 
buyer,' to whom it is not useful at any higher price, is indifferent 
about buying; their desires are balanced; they trade on even terms. 
To this "final utility" price, approximating cost of production, values 
inevitably gravitate ; it is the normal price. 

But the ideal economic conditions above stated rarely, if ever, 
exist It is the cost of the labor necessary to replace an article 
that directly determines its power-in-exchange, or rather, if we in- 
clude those things which have monopoly-value and cannot be re- 
placed, the cost of acquiring, viz.: the amount of labor or of pro- 
duct of labor for which it can now be got This is directly depend- 
ent upon the actual relations of supply and demand, the amount 
of a given thing offered at the price and the amount of the given 
thing desired at this price. If the supply is insufficient, the price ad- 
vances, and the supply is then likely to be increased by increased 
production or by drawing from the general stock or potential supply, 
which may be in other markets or hitherto unoffered because the price 
was so low. The market price thus varies from the normal price, 
to which, however, it tends to approximate. 

A market, in the economic sense, includes those who stand ready 
in any one place to buy or sell to each other the same article. 
Thus the spice merchants and the importers' agents at Manila con- 
stitute one market; the importers and pepper-grinders in New York 
another ; these manufacturers and the wholesale dealers, also in New 
York, another; the wholesalers and retailers, whether living in New 
York or coming or sending to New York to buy, another; the 
retailers and the consumers a fifth, in each of which the price of 
pepper would be different, as also it must be different in different 
places between which competition does not fully act 

The market price differs from the normal price, because of what 
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may be called friction in economics, the actual failing from the free 
conditions of production and competition pre-supposed by theoreti- 
cal economics, (i) Men already may have produced in excess of 
present demand : a stock exists. Further, this stock may be liable, as 
is fresh fruit, to sudden deterioration. (2) It is not possible for pro- 
duction to turn itself at once to increase the supply of a needed arti- 
cle. , A large " plant," or time, or a reorganization of industry may be 
necessary. (3) Consumers may substitute one article for another as 
the price of the latter is raised. (4) Custom or habit influences 
price ; it is customary to pay a penny to a boot-black in London, 
and five cents in New York. (5) The coinage system affects price, 
particularly in small transactions : when, after the war, the price of 
blacking boots was lowered, it went from the ten-cent price to the 
five-cent price ; all theatre and similar charges are at " even " rates ; 
the pay of " days' labor " usually rises or falls by quarter-dollars or 
dimes. (6) The " tone" of the market, the result of moral and intel- 
lectual factors, dealing with the previous conditions, has perhaps 
the strongest influence of all on the market price at any given 
moment. The seller offers or withholds, the buyer purchases or 
declines, according to his judgment of present facts and future prob- 
abilities of prices. Thus a rumor on the street, a panic, become real 
factors in price. In stock speculation this cause alone leads to 
large percentages of variation in price, while the utility of the wealth 
represented remains closely the same. All these causes really affect 
price, aside from anjr question of good or bad money, which nomin- 
ally affect price more than all 

As we go from large to small transactions " the economic man " 
more and more disappears, and the friction of retail trade obscures 
the action of economic laws. Mr. Mill points out that competition 
acts imperfectly upon retail price and tends chiefly to divide the gain 
among a greater number of dealers. It is only the city consumer 
who can "shop" to advantage. When there is but one shop within 
the radius of the consumer, he, ignorant of market or of normal 
price, is at the mercy of the seller to the limit of his needs, and a 
system of credit perhaps prevents his availing himself of cheaper 
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prices when chance competition puts them within reach. " Retail 
buying and selling," says Prof. Cairnes, " is thus made to rest upon 
a moral rather than an economical basis " — which is the more true 
when it is remembered that in retail trade the consumer must 
depend largely upon the honesty of the seller for the quality of what 
he buys, which he is not expert enough to test for himself. 

In the contrary direction, there are also limitations to "the 
economic man " and to the universality of the application of economic 
laws. Prof. Cairnes has shown that competition is limited, in a 
stratified society, by the existence of "non-competing groups" 
within a nation, which do not produce the same thing, and would 
not transfer their labor to such production under any conditions 
reasonably within view. The farmer, the artisan, the merchant, the 
physician, do not easily turn to each other's kind of work. And Mr. 
Mill, in his theory of international trade, has shown that as far as 
distance and other barriers, differences of climate and of other 
natural advantages, between nations, prevent men moving freely 
from one to another and keep them working under different condi- 
tions, competition is again not direct and complete. As a result of 
this, the price of an article in an importing country is not measured 
by its cost in the country of production, but by comparative costs 
in the two countries. Buenos Ayres can send us hides, say, at half 
the cost at which we can produce hides : but Lynn can make shoes 
at quarter the cost at which Buenos Ayres can make shoes. At this 
rate, the American can at the cost of half an houfs labor buy what 
costs the South American two hour's labor. Thus, by foreign trade, 
we gain by getting goods at less expense of capital and labor than 
we can make them ourselves for ; yet, as in all free exchange, the 
foreigner gains, since he gets more than he could make for himself. 

It has been the tendency of material progress to overcome the 
physical barriers between nations and of intellectual progress to 
break down economic barriers. The healthful condition of society 
consists in promoting the widest economic freedom (*'. e. f competi- 
tion) consistent with protecting the weak against the strong, as by 
factory acts or police* There is a doctrine, however, which uses 
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the word " protection " to mean restraint on freedom of international 
exchange, and a resulting interference with and re-direction of the 
natural tendencies of domestic production. This doctrine has for 
years controlled the economic policy of the United States as a nation, 
despite its general trend towards freedom and the entire liberty of 
exchange successfully existing between the several States. Its aim 
is to identify economic groups with political divisions, whether or 
not these correspond to race or geographical or other real divisions, 
with the purpose of making each, nation complete in itself and 
independent of all others by " diversifying industries." This com- 
monly means putting such a premium on manufacturing industries 
as will induce manufacture rather than agriculture. The means 
employed is a *' tariff" or a series of duties on importations, which 
permits foreign goods to be bought only at greater disadvantage, 
and thus raises the price at home of the articles " protected." Such 
laws do not, as has commonly been taken for granted, affect the 
wages of the laborer (except indirectly, and then often to lower them 
by the derangement of industry), but rather the profit of the director 
or entrepreneur in particular industries. To apply the doctrine to 
labor would be to lay a tax on or prohibit immigration, and to do 
this would be to protect the strong against the weak, which is un- 
necessary. The upholders of "protection" claim that the result 
of compelling the community at large to pay higher prices and 
higher profits will ultimately be the benefiting of the community 
as the protected industries grow into success, no longer need help, 
and produce cheaper. But as a matter of fact, new industries do 
not seem to have been produced by " protection f the industries 
which clamored originally for five per cent duty at last demanded 
fifty, and prices became cheaper only when the misdirected produc- 
tion broke down and resulted in bankrupt sales. Economists, with 
but few exceptions, have favored free trade and opposed " protec- 
tion" on the moral ground that the taxation of the whole community 
for a part is not just ; on the economic ground that the restriction 
of freedom of production is economically disastrous ; and on the 
practical ground that the benefits claimed as offsets to these disad- 
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vantages have not actually been produced. "Protection " is opposed 
to revenue, because its purpose is to prevent the importations from 
which revenue is to be collected. A tariff for revenue is thus the 
contrary of a protective tariff. Revenue begins when " protection " 
stops. 

Connected with the " protective " theory of foreign trade, is the 
misleading doctrine of " the balance of trade." This curious super- 
stition holds that any one country is in a dangerous financial condi- 
tion when its imports exceed its exports. But national prosperity is 
only the sum of individual prosperity, and a man counts himself 
richer when he gets in more than he gives out. The difference in 
his favor is profit This is just as true of nations. England's com- 
merce is the most profitable in the world ; and for this reason the 
" balance of trade" is always against England. Were all countries 
prosperous, the " balance of trade " would be against every nation. 
The mistake arose from what was long called "the commercial 
theory " of foreign trade, which held that nations should in every 
possible way be embargoed from dealing with each other, whereas 
Economics shows that by trading, nations as well as men gain. 
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IV.— ABOUT MONEY AND BANKS. 

The use of money, instead of barter, is one of the great steps of 
progress. Money is a common medium of exchange, and its im- 
portance as an economic agent consists in enabling us to do away 
with the " double coincidence, of wants and possessions," for which 
barter waits. We can accomplish half our exchange and hold the 
purchasing power so acquired safely in suspense. The hatter who 
wants a pair of shoes no longer need wait until the shoemaker wants 
a hat He may now sell his hat for money and buy shoes, or what 
he will, in the quantity, when, where and of whom he will. These 
conditions suggest the qualities and uses of money, and the require- 
ments for real or good money. It is, first, a common medium of 
exchange ; every one will take it for any goods, and its divisibility 
enables one to buy as much as he wants. The hatter need not take 
two pairs of shoes because he can't swap half a hat. Second, it is, as 
incidental to the first, a common measure of value, or common 
value-denominator for the comparison of the values of all other 
things, so that a price current in terms of money is understood by all, 
and a hundred articles can be priced in a hundred quotations, where- 
as to price in terms of every other would require 4950 items. This 
furnishes a universal language in trade. Money is, third, a standard 
of values, or measure for deferred payments. This is its use in credit, 
which is purchase in which payment is deferred A promise to pay 
at a future time is expressed in terms of money, in preference to 
other commodities, because people understand this term and because 
they look upon money as of staple value. This makes it, fourth, a 
convenient storer of values, so that men can buy when they will 
now or in the future, to best advantage. Finally, its universality, 
that it can be used anywhere, and in transactions with anybody, 
gives its final usefulness in exchange. It is the highway of exchange, 
enabling any producer to deal with any consumer, and so fulfill- 
ing the fundamental condition of Economics, of getting most for 
least labor. Money, it is thus evident, has both a real use as a 
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medium in actual use in exchange, and a nominal use as a measure 
or denominator of value, in which not it but its terms are used. 

However value may differ, by circumstances of the market, from 
cost of production, it always approximates to, and is somehow based 
on, cost of production. The sound basis for money-value is there- 
fore wealth, something which has cost proportionate labor. Various 
kinds of wealth have been used as money, as wheat and cattle (" pe- 
cuniary" comes from the Latin pecus y a flock) by the ancients; 
tobacco by the American colonies; skins by the hunting communi- 
ties. These, however, lacked one or more of the full requirements 
of money, and the tendency of civilized communities has been to the 
metals, till at last iron, tin and lead have given way to the " precious 
metals," silver and gold, copper or an equivalent being used for 
" small change " or token currency. 

The two u precious metals" cost such an amount of labor as to make 
them convenient equivalents to handle within the common range of 
buying and selling ; they have utility as ornaments and in many in- 
dustrial arts ; they are thus easily transferable and universally accept- 
able ; they are almost imperishable, not wasting greatly either by 
handling or rust or conversion into coin and back again, and their fusi- 
bility and ductility render them accurately divisible. Gold has most 
of these qualities in greater degree than silver, and the tendency of 
civilized communities seems to be toward that one medium, in avoid- 
ance of the possible confusion of two standards, which may vary in 
ratio of value. But considerations of currency facilities here enter in, 
and on the question of " bi-metallism," a double instead of a single 
standard, the world is yet divided. For, although the precious 
metals retain from season to season more steady or staple value than 
almost any other commodity, the ratio between them does vary 
(silver having become steadily the cheaper within historical 
times) and their value may be very much increased by increase 
in the sources of supply, as the opening of the Potosi mines 
in 1545 and of the California and Australian mines in 1849-51, or 
the invention of new methods which utilize proportions of metal in 
ore not before realizable, and similarly decreased by cessations of min- 
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ing industry such as were caused by the invasion of the Roman em- 
pire by the Teutons, and the South American revolutions. This last 
fact has suggested to modern economists, Roscher and Jevons being 
its leading advocates, the use for long deferred payments of " a tabular 
or multiple standard of value," in which the prices of a number of 
staple commodities are combined to obtain the nearest approach 
possible to a fixed average. In England, for instance, leases of and 
fixed charges on land have become ridiculously changed by their 
statement in the money terms of their original date. 

To make the precious metals- more useful as money by avoiding 
the inconvenience and error of individual testing and division, they 
are coined, that is, made into pieces of definite fineness, weight and 
size, and therefore of determinate and well-understood value. Coins 
have been of various shapes, stamped on one or both sides : it is at 
last found that a round disc, stamped on both sides, and milled on 
the edge (to prevent filing down), is the best shape. The degree of 
fineness, or purity, of the precious metal, is determinate, and the 
stamp of the coining authority, usually a government or the deputy 
of a government, declares its face value and the source of issue. This 
work of making coins cannot be doae without cost. It is one of the 
mooted questions of Economics whether a government ought to pay 
this charge as one of its general expenses, as is done by England, and 
leave in the coin the amount of precious metal its face-value calls for, 
or whether it should deduct from the coin a proportion of metal, so 
that the coin is less than its face- value by the amount of this charge. 
Such a deduction, whether for actual cost or more, is called seign- 
iorage, the share of the issuing authority or seignior. The United 
States charges a small seigniorage. The objection to gratuitous coin- 
age is that the coin too readily goes into the melting-pot, reducing 
the amount of money and requiring further expense in " a perpetual 
motion " of fresh coinage. The objection to seigniorage is that the 
money ceases to be of its face-value, and that seigniorage offers to a 
government in times of need a dangerous opportunity to debase the* 
coinage. Free coinage, as distinguished from gratuitous coinage, is 
when any citizen can have bullion coined by the Mint at will on the 
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same terms as the government. The seigniorage on gold in England 
reached under Henry VII. sixteen per cent deduction ; the English 
pound, once a pound's weight of silver, has become three-tenths that 
(66 instead of 20 shillings to the pound's weight of silver), and the Span- 
ish maravedi, once of gold, is now debased to a copper coin. Ricardo, 
followed by Walker, lays down, however, as the law of seigniorage, that 
•debasement of coin does not of itself produce depreciation of it as 
currency, so long as the quantity issued is limited to the actual need 
for money in exchange. This, as a historical fact, holds true so long 
as the trading community are willing to take the debased currency the 
same as good, either because of ignorance or of habit (which is in 
this case very strong), or of legal force, or of other considerations. 
The trade dollar of the United States was up to a sudden change 
accepted as a true dollar. But when people begin to decline to take 
the debased currency, to resort to barter, or to modify or limit their 
production because they distrust what they are paid in, Ricardo's 
law no longer holds good. Moreover, a government thus profiting 
by seigniorage rarely has refrained from using the metal saved to 
make more coin, and finally from issuing debased coin recklessly, and 
so producing inflation and at last ruin. This is one of the laws that 
hold good only so long as they are not needed. 

It early occurred to inventive minds that money in its real use 
might be represented in turn by something which should furnish 
a cheaper and still more convenient medium of exchange. Thus 
" paper money " came about. Marco Polo found in China a " paper 
currency " of mulberry bark, and " bank money " was issued in 
Sweden in 1658. "Bank money" is a term used to designate paper 
currency on which is a promise to pay money and which can be con- 
verted into money on demand. "Inconvertible paper money" is a 
currency for which money cannot be had on demand. Economists 
still fiercely dispute whether or not paper currency (of either sort) is 
to be called money, or where the line shall be drawn. Paper money, 
as a matter of fact, possesses some of the qualities of face-value metal 
money, but not all, and the dispute is chiefly one of those questions 
of nominalism which so often arise in abstract science at a stage 
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when a word has not yet crystallized into absolutely accurate use. It 
would perhaps serve honest purposes to confine the use of the word 
to the real thing. 

Ricardo has pointed out that inconvertible paper money (properly, 
that which does not promise to pay) is practically debased coinage 
on which the seigniorage is ioo per cent, for the cost of printing is so 
little as to be fairly ignored. He holds, accordingly, that such a 
currency, not issued in excess of the need for money in exchange, 
does not necessarily depreciate, but to this is again to be added the 
further saving clause, so long as people will or can be forced to take 
it. As a matter of fact, people sooner or later distrust it, and if they 
finally make up their minds against it, it is literally "good for noth- 
ing." " Fiat money," that is, a creation of paper currency which is 
not a promise to pay, has the double likelihood of depreciation arising 
from liability to over-issue and from popular rejection of it as a sham. 

Paper money, for which money cannot be had on demand, but 
which is a promise to pay at some deferred or indefinite time, is in 
one sense inconvertible money ; in another sense it is "bank money," 
of a depreciation corresponding to the probable lapse before pay- 
ment and the probable solvency of the debtor, (i. e., discount or in- 
terest, and insurance), both as the probability is measured by the 
judgment of the exchanging community. 

" Bank money," for which face-value metal money can be had on 
demand, would be a merely mechanical substitute for money, but 
for the fact that the money is never, or hardly ever, demanded at one 
time, and therefore bankers may issue more substitute money than 
they have metal money in which to pay it Two schools of econo- 
mists dispute on this ground. The advocates of the "Banking 
Principle," whose chief authority is Thomas Tooke, hold that so long 
as bank money is, as a matter of fact, strictly convertible, it is as 
good as, besides being cheaper and more convenient than, metal 
money, and, regulating itself automatically, is economically sound and 
safe. The advocates of the " Currency Principle," whose leader was 
Lord Overstone, hold that without restriction there will always be a 
likelihood of over-issue, and consequent depreciation and inflation. 
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The bank-notes of England are issued under this last theory, which 
was victorious in the Bank Act of 1844, under which the Bank of 
England, after ^15,000,000 issue, can only issue paper to the extent 
of its reserve of metal money, pound for pound, its issue department 
being completely severed from its banking department In the 
National Banking system of the United States security for ninety per 
cent of circulation must be deposited in government bonds, but the 
" wild-cat " banks of the old system sometimes held as little as three 
per cent of specie. 

A chief usefulness of a full-value money is the automatic regula- 
tion it ensures for trade. If much sugar is produced in the West 
Indies, so that sugar becomes cheap, i. e., money dear, or if because 
of a great wheat crop, more money has come to the United States 
than it needs (the United States being from its product of precious 
metals normally an exporter of money), a true money flows easily to 
the West Indies, and we import with advantage, /. e., get our sugar 
cheaper. But a debased or substitute-money does not go abroad 
for two reasons. Its value is not estimable abroad, for the accepta- 
bility of substitute-money (in excess of need) depends upon the judg- 
ment of the solvency of the debtor, and those at a distance are 
ignorant as to this solvency. Also when full- value and debased cur- 
rency are circulating together with the same purchasing power, " bad 
money," as stated by what is called Gresham's law, " always drives 
out good money," which people hoard or send away where they can 
not use bad money. When bad money thus checks exchange with 
other countries, it acts at home to check production, raise prices, pro- 
duce inflation and wreak ruin. It isolates a country from the benefit 
of the world's trade, and limits consumers. Thus " cheap money " is 
dear in the end Paper money has been called " the alcohol of 
commerce," and, although it sometimes seems a necessity at a critical 
period of a nation's life, the after-result is usually that of a hospital 
patient who is given stimulants as a medicine and becomes a drunk- 
ard. The height of this evil is reached when paper is declared a 
" legal tender," by providing by law that it shall be received in pay- 
ment of all debts, or by depriving creditors of legal recovery in any < 
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other medium. But within proper limitations convertible paper 
money may usefully release full-value money to other purposes. 
Adam Smith compares this use to making a highway in the air, so 
that some of the old roads are released to grow crops on. 

A bank is properly a reservoir of capital stored for use. The 
savings of individuals are like little rills of water, or stagnant pools 
without outlet. When these flow together there is presently a stream 
whose power can be utilized, and by a mill-pond or reservoir this 
means of power is stored so as to be used when and where it is 
wanted, a part by the saw- mill, a part by the grist-mill. So people 
bring their " deposits" of money to a bank, to be kept till called for ; 
and these deposits, added to the "capital" of the bank, /'. e., the 
amount contributed by the shareholders or owners, is available for 
loans to those who need to use more capital than they have. This 
money is frequently loaned to government, which indeed was the 
function of the first banks in Italy, either directly or by buying 
government issues to sell again. Corporations as well as governments 
are now large borrowers from the banks in this way. The body of 
banking business is, however, concerned with private business men, 
who give their " notes " or " business paper," u <?., promises to pay so 
much money at a stated future time, and receive from the bank that 
much money less a charge which is called " discount" This charge 
depends upon the demand for and supply of money, and is usually 
stated in terms of a percentage for the year, like interest. A bank 
may also issue paper-money or promises to pay on the surety of its 
deposits, but such issue is not necessarily a part of banking proper, as 
is shown by the separation of the issue and banking departments of 
the Bank of England. A bank also permits depositors to draw on it 
" checks " or orders to pay money, and thus does the service of per- 
mitting the cancellation of indebtedness without the actual transfer 
of money. In a large banking centre like New York the " clearing 
house " in turn performs this function for the banks themselves at 
the close of each day, so that transactions of millions are finally 
settled by the transfer of a small balance from a debtor bank to a 
creditor bank. A bank, through the agency of banks in other 
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places, collects distant debts, and this function develops into the 
system of " drafts " and of foreign exchange. A creditor, that is, 
some one to whom money is owed, " draws " upon the debtor who 
owes him, and these "drafts" the bank collects, as also it collects 
" notes " or promises-to-pay given by the debtor himself. In trans- 
actions between different countries this system becomes of great 
importance ; the bank is the agency which sells to a man in New 
York the right to receive or to transfer in London, for instance, 
money due by some other Englishman to some other American. 
This saves the risk and cost of sending specie, i. <?., gold or silver 
money or bullion ; and the charge for this service, or rate of ex- 
change, varies, witmVthe limits of the cost of shipping, specie accord- 
ing to whether more or less money is due in London than there are 
debts to be paid there. A bank also deals in foreign or debased 
moneys, making a small charge for exchanging them for current 
money. A bank also, as a place of safe deposit, receives valu- 
ables in store, which was the origin of banking in England among 
the goldsmiths. But in recent years this function has been differ- 
entiated, and " safe deposit companies " have grown up. Here are 
at least six functions of the banking system, whether performed by 
government banks, or joint-stock banks, or private bankers, or note or 
exchange brokers, for each of which functions a charge is legitimately 
earned. They all accomplish the one purpose of making the most 
of the existing stock of capital. There is a popular prejudice 
against even so good a system as that of our National Banks, giv- 
ing us the benefit of a sound and uniform currency, because they 
are " combinations of capital " " threatening industry." It is only 
unsound banks, like weak reservoirs, that threaten industry; the good 
ones help to give it the very means of efficiency. 

Because money is the form of wealth most visible, many people 
look upon it as the most desirable or as the only desirable kind of 
wealth. The fallacy of this is shown by the miser, who hoards coin, 
and gains nothing from it. Money is really useful only as far as it 
is kept in use to facilitate exchange. 
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V.— OF PRODUCTION AND DISTRIBUTION : LAND. 

By means of Exchange, with money as its chief instrument, the result 
of Production becomes thus the subject of Distribution, and each 
factor which contributes to Production has a corresponding right to 
a share in Distribution. The principal factors are Land, Capital, 
Labor, Brains, contributed by the Land-owner, the Capitalist or 
wealth owner, the Laborer or hand- worker, the Director of produc- 
tion (entrepreneur) or brain-worker, who are paid respectively 
by Rent, Interest, Wages, Profits. The functions of any or all of these 
contributions to wealth may be united in the same person, as when 
a man owns his farm, has money enough to stock it, works on it 
himself, and himself manages any help he employs ; or as when a 
corporation, renting land and hiring labor, supplies its own capital 
and commutes the share of the director by paying him a salary and 
taking the balance of profit. But the price of each of these func- 
tions-will always be paid, somewhere and somehow. 

There are other apparent items in distribution, which nevertheless 
do not affect this analysis. As the Land must be returned to the 
owner, so the Principal or its equivalent, as well as interest, must be 
returned to the capitalist. Taxes are an item of distribution in all 
business reckonings. They belong in part to wages, so far as the 
government is preventive and is paid for public-service as a watchman 
is paid, and in part to interest, so far as the government is constructive 
and furnishes roads, bridges and other capitalist elements in produc- 
tion. A constructive government easily becomes a paternal 
government, fathering all sorts of enterprises. The comparative 
usefulness of preventive and paternal functions in government 
is rather outside of Economics, but it may be here noted that 
this seems to vary with the development of a people, a gov- 
ernment which takes upon itself wide constructive work being the 
most useful in communities in which, as in India, the body of the 
people lack mobility, organizing capacity and foresight, and look to 
government to supply this lack of mastership, and least useful in 
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communities which have these qualities in high degree, are their 
own leaders, and are self-regulating. A paternal government is always 
in danger of making wholesale mistakes, and becoming mal- 
eficent instead of beneficent accordingly. Insurance is another item 
hidden away in this analysis. It enters into each of the elements 
of distribution as a provision against risk of loss — the deterioration 
of land, the loss of principal, the possible inactivity of labor, the 
failure of other transactions ; but it is chiefly visible as it increases 
interest. 

Of these four elements two are directly concerned with labor in 
the ordinary sense, for capital is but stored labor. Land, which 
comes first, the use of which is paid for by rent, is, on the contrary, 
a natural element, valuable in exchange because it is limited m 
quantity as well as various in quality. This is the one great excep- 
tion to the general truth that all wealth comes from work, for the 
remaining factor of the four, the Director, contributes brain-work. 
The air, and other natural elements or forces, are unlimited, at every 
man's service, equally productive throughout — therefore of no value 
in the sense of power-in-exchange. But land — the primal source of 
all wealth, extracted by labor — is otherwise, and the man who in 
some way has obtained actual or legal possession of it will not let 
another man put his labor upon it to make its potential values actual 
values, by raising potatoes or digging gold or. building a mill along- 
side the stream which runs through it, without paying him rent. 
Land, in the economic sense, includes all property connected 
with the earth, as water-power, or mines, or shooting rights, 
or shore rights, or the right to fish in privately owned waters; 
in brief, anything that is "rented," not of human origin. Ri- 
cardo, the greatest political economist who followed Adam Smith, 
has shown (adopting Anderson's doctrine) that actual rent is deter- 
mined by the greater productivity of the piece of land in question 
above the land least productive, and it follows, because rent is a 
charge for increased productive power, that the price of produce 
does not depend upon rent. It is an element of cost, but not of 
price, For, if the better land will produce five times more product 
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with the same expenditure of labor, the equivalent of the labor so 
saved can be and is paid as rent. Rent is thus the equivalent of 
labor saved. It does not increase price any more than a labor-sav- 
ing machine increases price; the amount paid — rent in the former 
case, the making of the machine in the latter case — enters into the 
cost of producing, but does not increase the price of product, because 
in both the as costly or more costly labor is dispensedwith. 

As Land is limited in quantity, so it is limited in quality or 
power of production. By tillage and finally by high fertilization, ir- 
rigation and like processes, men increase the natural product of land, 
at first with increasing success, but afterwards with increasing diffi- 
culty. There comes a stage where the labor of an additional man 
cannot get as much new product as each man before him has been 
able to get ; at this point, if ten men have been working, the next 
man cannot get one-tenth more, and so each worker averages less. 
This principle is known as "the law of diminishing returns." It 
does not hold, or holds in very small degree (though it has anal- 
ogies), in the ordinary processes of manufacture : and it is 
one of the peculiar elements of difficulty in the land question. 
This fact led to the doctrine of Malthusianism, the fear that popu- 
lation would ultimately outrun food, a fear emphasized by the 
fact pointed out by Carey that the "best lands" are taken up 
first. But this last means really that the accessible lands most im- 
mediately productive are taken up first : the bad land of a miasmatic 
swamp, properly treated, may prove the richest land, and much of the 
" great American desert," as the far West was called in Carey's time, is 
now one of the most productive parts of the earth. 

Accessibility is in fact one of the elements of productivity : land so 
distant from a market that it costs two bushels out of twenty to bring 
the crops to a market is economically of the same degree of produc- 
tivity as land at the market which has a productivity of only eighteen 
bushels. This is the key to the great influence of the wheat-fields of 
the far West upon the value of agricultural holdings in England. 
The cost of wheat produced at greatest disadvantage, z°. e., on 
the poorest land or at the greatest distance, fixes the price of all the 
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wheat that comes to the English market. The farmer who can pro- 
duce at less than this price gains-; he who can't produce except for 
more, loses and stops producing. If these Western lands are so much 
more fertile than certain English lands as to outbalance the cost of 
transportation, it will not pay to cultivate the English lands, and they 
produce no rents. The loss is the landlord's under a year to year 
rent : the tenant's under the fixed rent of a long lease. 

Rent, then, is the greater productiveness of the land rented above 
the poorest land actually cultivated. Rent thus tends to increase, as 
increasing demand (by increase of population or of wants otherwise) 
brings poorer and poorer land under cultivation. When all the arable 
land of the world is taken up, that land which can only be made to 
* produce a bare subsistence for the laborer becomes the no-rent land, 
or standard from which rents count, because from it the laborer gets 
no surplus above bare subsistence to pay rent. If rent were paid, he 
has not enough to live on, and as there is no cheaper land, he would 
die. But still the Ricardo theory of rent shows that rent would not 
be a part of the cost of agricultural product, because it is only the 
equivalent of saved labor, and the extreme statement is made that if 
the whole $200,000,000 paid in England as rent for cultivated lands 
were remitted it " would not add a pinch of flour to the sixpenny 
loaf." For the price of bread is not made by the English farmer, but 
from the far-off wheat-fields of Dakota, which pay no rent and with 
which he must compete. This price is that of the product produced 
at greatest disadvantage ; the remission of rents would be to the 
English farmer so much gain, which for the first season he would 
gladly pocket himself. At once, therefore, rents would again com- 
mence; the landlord would demand part of this gain, which is rent, 
or the tenant would sub-let and live on the gain, receiving rent instead 
of paying it. So long as some land is better than other, and on this 
better land labor is saved, the price of this labor will in the order 
of nature be somehow paid as rent. If the whole world were 
re-divided into equal lots, at no-rent or equal rent, the rent process 
would instantly re-commence. 

The Ricardo theory of rent, however, is in practice much modified 
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&s to the amount of rent paid, by many considerations, especially by 
public opinion as expressed by custom, exerted in favor of the tenant 
as in England, and by the immobility of the occupying class, acting 
against the tenant as in Ireland. Metayer rents, such as are fre- 
quent in England, and in Iowa and other Western States, where 
one-half or one-third the crop is paid jointly for the land and the 
capital in the farm-house, etc., also practically affect the operation of 
this law. 

This greater productiveness of one piece of land above another 
has not come from human labor, but is the gift of Nature. Human 
labor realizes, this value, and increases the exchangeable value of 
its product by bringing markets to it as the country " develops," or 
by building railroads which bring it nearer to a market ; until finally, 
when the land becomes itself the seat of a market, it takes on a still 
greater value as city land. But the highest city rents still do not affect 
the price of commodities sold there, because " good stands " produce 
so much more business. Thus Mr. Stewart's store, on most costly 
land, sold goods lower than the little stores which at little rent did 
little business. This increment of value is seldom contributed by the 
man who owns the land, or by those before him ; it is contributed by 
others, by those about him, by " society," by " the march of progress." 
And since original productiveness is not the result of human labor, 
but the gift of Nature, and " development " is in no wise the result of 
the human labor of the particular owner, present or past, but the 
work of " society," it has become a question whether any particular 
owner should own the land. It is by singling out this element of 
rent as the one cause of present misery, and recommending that it 
be disposed of by making land-owners pay over all their rent as taxes 
to the Government, that Mr. Henry George has become the most 
popular of political economists. This question is the most difficult 
real question before economists: its solution is not so simple a mat- 
ter. The private ownership of land, though its abuse may have 
wrought great wrong, has been one of the great incentives to progress, 
and so long as land differs in desirability (because of natural produc- 
tiveness, or position, or other reason) no " equal division of the soil" 
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can last. It is true of land as of any kind of property, that if it 
were communistically redistributed at any moment, the men with 
more brains in a time of peace or of more force in a time of war, 
would presently get hold of a larger share than the men of less brains 
or less force. The confiscation of rent by a tax equal to its amount 
would be simply an artificial means to make all land equally valuable 
or valueless, and could be no more successful than attempts to keep 
down brains to the minimum of earning power of the hand-worker. 
The opinion of economists is, however, drifting toward the more 
moderate doctrine that land, and especially the unearned increment 
of value, is a proper object for the chief burden of taxation, a doctrine 
advocated by Mill as President of the Land Reform Association. 
The taxation of all land, unimproved on the same basis as improved, 
so that it cannot be " held for a rise M without cost and thus accumu- 
lated into great fortunes, may prove to be the chief method of rais- 
ing revenue in the future. 

Land, then, is the first element of production, the sine qua non : 
in distribution it claims its share as rent, however this rent may be 
concealed, or cloaked, or called by other names, or temporarily bal- 
anced by confiscating taxation. Without land, labor has naught 
from which to produce. The earth is in truth the mother of us all 
and of all our wealth. 
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VI.— OF LABOR AND WAGES. 

Wealth cannot be produced without the two factors, Land, the 
original material, and Labor. If Land is the mother, Labor is the 
father of wealth. The share of the laborer, in distribution, 
is Wages. The function of capital is really to make labor more 
productive, by enabling it to work to more advantage, under better 
conditions, with better tools, and especially to promote the division of 
labor. It is therefore secondary to labor and dependent upon it 

The division of labor commences at the earliest stage of economic 
organization, when one man, ceasing to make everything he needs for 
himself, saves by doing fewer things more effectively, and exchanges 
that saving for other things made by other men. The more fully it 
is carried out, the higher is the industrial organization and the greater 
the productiveness of labor. 

The division of labor has been one of the great means of human 
progress. In a hundred ways, by enabling a man to learn earlier and 
easier the one thing he is to do, by making him more skilled at 
the one kind than he could be at several kinds of work, by saving 
him the time he would lose in passing from one work to another, by 
promoting little improvements or inventions, by enabling the strong 
to do hard work and utilizing the weak (as women and children) for 
easy work, the division of labor has fulfilled the great economic mo- 
tive, to get most with the least work. In the process of this divi- 
sion of labor, machinery has been invented which now does many 
times as much work as all human kind would without it be doing to- 
day. By its means each man finds opportunity to use himself at his 
best, to work with his head instead of with his hands, if that can best 
serve the community. At last, then, we have the vast industrial or- 
ganization which exists to-day, an organization of the highest type, 
as in the huge manufactories where great numbers of men work with 
their hands to do one thing useless by itself; others serve as watch- 
men ; others oversee ; others keep books ; others exchange the pro- 
duct ; others lend the money to buy material and tools, to hire 
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buildings and land ; while somewhere there is the hard-worked brain 
or brains, the most important and costly factor of all, without which 
the organization would no longer exist 

The dangers before so highly organized a system are very great. 
The man who does only one thing finds it difficult to earn a living 
otherwise ; or if the brain dies, the hands stop. The moral respon- 
sibility upon society and its educated leaders, for pre-vision and pro- 
vision, is here as elswhere increased as the world progresses. 

It is only out of product that wages, like the other returns in dis- 
tribution, can be paid; and as the product is increased, the possi- 
bility of paying wages is increased. The charge for rent, though a 
large part of the cost in agriculture, becomes more and more an in- 
appreciable part of the cost as we get into the more highly organized 
manufactures, (the charge for the use of a building being payment 
for capital and not properly rent,) and the average charge for rent in 
the cost of the total product of a community is not large, a fact 
which Mr. Henry George overlooks. Its place is taken in manu- 
factures by the charge for materials, which are really capital, paid 
for by interest : this charge in turn is in a great number of indus- 
tries less than half the total cost, while labor is at the lowest wages 
greater than half. The charge for capital is fixed, much more than 
wages are fixed, by conditions outside of the immediate product, for 
the rate of interest (apart from the insurance for extra risk) is deter- 
mined in the open market of the world, capital much more than 
labor having the fluid tendency to seek a level. Labor, then, in the 
long run, is paid out of what is left, after the comparatively fixed 
charges of rent and interest are paid; the greater the productiveness the 
more there is left, and the higher the wages that can be paid. Profit, 
the fourth element in distribution, comes, like rent, from the saving 
of labor, and does not interfere with the returns to labor, i. e., with 
wages or with price. It is not, economically, a return to capital, but 
to the brains which can by better organization make one pair of hands 
do what two did before, and the remuneration is not got by reducing 
the pay of the first pair. As a matter of fact, the productivity of the 
first is raised, and the worker presently gets higher wages, while the 
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Second worker finds employment elsewhere in satisfying the increase 
and growing variety of human wants. 

The variation of wages in different occupations and in different 
countries is determined by a number of conditions, always depend- 
ent on supply and demand. High cost (in time or money) of learn- 
ing a trade, or its disagreeableness, makes workers fewer and wages 
higher. The probable irregularity of employment or the improba- 
bility of success adds an element of insurance to wages. The superi- 
ority of physical skill or moral quality, as honesty, required, is another 
element. So, also, in any one trade, superior skill or unusual fitness, 
accomplishing more, gets higher wages. Thus it is impossible to 
say that all workers, or all the workers in any one trade, shall get 
the same wages; it is against the laws of nature. If a trade is 
underpaid, workers will go out of it ; if overpaid, they will flock in ; 
but the average thus produced can never equalize the conditions of 
particular trades and individuals. 

In any one country, the standard of wages seems to be set by the 
standard of life in that country and the opportunities of migration. 
No man can work for " starvation wages," and one man or people 
will starve where another will live. As long, in our own country, as 
a man can get a farm at the West which will give him " a good 
living," he will not long, under the facilities of movement offered to 
him at all hands, take less than " a good living" in his trade at the 
East. The ryot in British India, who can live on rice and cannot 
easily migrate, gets almost nothing. 

The English economists, up to a recent date, held to the contrary 
doctrine of the Wage-fund, viz., that wages cannot be greater at any 
given time than a fixed though indeterminate portion of the existing 
capital, available to pay labor, — therefore the more workers the 
less the wages of each. One worker's gain by getting above average 
wages would thus necessitate another's getting below average wages. 
This was in contradistinction to the other principles of Economics 
and to the facts of progress, and it proves not to be true. Almost no 
labor, with such exceptions as. a lawyer's retainer, is paid in advance; 
payments are at the end of the day, the week or " the job," not at 
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the beginning, and during this time the increased value paid for by 
wages has already been added. The error arose from a confusion of 
wealth with money. The hirer may not have realized the added 
wealth into money, though he can usually do so if he wishes, even 
on half-finished products. He commonly, however, pays wages in 
money instead of in the actual product, preferring to use or borrow 
capital and to hold the product for a higher price. But the greater the 
product of the day or the week, the more wealth he has, the more 
money he can get, the more wages he can pay. It is true that a man 
must first eat his breakfast before he can do his day's work, must 
have tools or machinery or a fit building to do his work well, but in 
no sense is the capital so employed distributed to him as wages. 
Each man begins on what has been previously stored, as in infancy 
he lives upon his mother's milk, but this has no relation whatever to 
the payments made to him for work done. 

The bearing of this fact, that wages increase with product, is very im- 
portant. The antagonism of labor and capital, the prejudice against 
labor-saving machinery, the trades-union opposition to' the increase 
of production and to the encouragement of efficiency, strikes, the lim- 
itation of apprentices, are all associated with the contrary, and un- 
true doctrine. It is to the interest of each man who earns wages to 
have the full benefit of capital and of labor-saving machinery, to 
have as many people as possible at work, all working as well as they 
can, to have that work kept up the year through. This increases the 
total product ; there is more for each man as wages, each man can 
have more leisure because he can earn as much in less time, and the 
temporary disadvantage that undoubtedly comes to each man who, 
by the introduction of a new machine, is forced to change his work, 
is more than balanced even to him in the long run. It is found that 
even successful strikes do not often pay, because a strike that lasts 
one month requires a raise of ten per cent through the rest of. the 
year to overcome the loss of wages, which are apt to be lowered 
again before the year is up, while this is but a small part of the loss 
to the community by the stoppage of production. When strikes are 
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unsuccessful, as most strikes have been, the loss is all the greater 
upon the workingmen. The fact that supply and demand regulate 
wages with little regard to trades-union restrictions, is illustrated by 
the rise of the wages of domestic servants, who have no unions, but 
who have profited the most fully of any laboring class by increased 
demand. 

The increase of productiveness is, in fact, the only way in which 
wages, in general, can be raised. Many wage-earners at one time 
looked to " cheap money," u e., plenty of greenbacks, to do this. 
But as wages went up, in greenbacks, this substitute-money went 
down and prices went up, so that the wage-earner could buy no 
more, in fact less, than before. Others still think that by limiting 
the number of men coming into a trade, or the number of hours they 
work, or the speed at which they work, wages can be raised. What 
this really means is that by lessening work, you can produce scarcity 
or monopoly- value. It you can have only a hundred hats made when 
two hundred are wanted, the hatters, for the time, can get a higher 
price. But this can be arranged only in small skilled trades for a 
very little time, and even then the community — that is, laboring men 
in general — must suffer. Many laborers also will be thus kept idle, 
and the workers must pay through taxes for their maintenance as 
paupers, as they pay the board of convicts when these are not made 
to work. Always it is true that employers cannot pay workmen for 
more than the work they do, cannot pay ten hours' wages for eight 
hours' work. If they did, they would fail. It is when all workmen 
work hard, with the best advantages of machinery, that there is more 
product to divide, higher wages and cheaper prices, and the two 
hours' leisure can be gained because so much more work is done in 
eight hours. 

The laborer, however, complains that in these modern days, with 
all sorts of labor-saving machinery, he neither is better paid nor can 
live better nor can take leisure ; while the rich are getting richer, 
the poor are getting poorer. This is partly true and partly not true. 
Absolutely, the laborer is better off than a generation or a century 
ago : the facts show that he is better paid, better housed, clothed and 
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fed, even at the worst, and works fewer hours. But with this ad- 
vance, his desires have increased in even greater proportion ; he sees 
the luxury of the rich and feels, relatively, worse off than he ought to 
be. Labor, in fact, has not profited by civilization as it should 
have done. The reason is found chiefly in false economic systems 
and bad legislation. While legislation cannot increase product, 
but can only divert work from one channel to another, it can 
decrease productivity : it is easier to break down than to build up, 
as a fire destroys in an hour the work of years. The exorbitant 
fortunes of recent years have come chiefly from two sources, the 
unearned increment of land " held for the rise," and gambling in 
corporate franchises granted by the people, while the poor have been 
made poorer by a vicious tax system which, in its round about and con- 
cealed way, took from the poor man much more in proportion than 
from the rich. By arbitration and mutual conciliation, for which the 
power and public opinion of trades-unions are most useful, instead of 
strikes, and by careful choice of honest and wise legislators instead 
of riots, labor will come to its own and get in distribution its fair 
share of the wealth it has helped to produce. 
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VII.-OF CAPITAL Atf D BfcAlNS. 

Capital, unlike land and labor, is not absolutely necessary to the 
production of wealth ; but because, in the higher industrial organi- 
zation, it enables labor to work at the best advantage, it becomes 
relatively the most important factor in production. Capital is that 
part of wealth, /. e., of stored labor, used to produce wealth. As we 
spoke of potential wealth, so we may speak of potential capital, the 
reserve which can be, but is not now being used to produce wealth. 
Capital is not merely money, but wealth, commonly represented in 
terms 6f money; it is paid for by Interest, which pays not for the use 
of money, but for the use of those things which money buys. These 
things are' in general : subsistence (including food, clothing, dwelling, 
fuel) ; tools (which may be a hand-tool, or a steam engine, or a fac- 
tory) ) material. A man first uses his savings to make sure of to- 
morrow's food ; next for dress ; next for a place to live in ; these 
secured, he gets tools so as to work advantageously ; last, he buys 
materials on which to use them. Economists endeavor to draw a line 
between fixed capital, used for a long time over and over again, as a 
house, mechanical " plant " or the road-bed of a railway, and circulat- 
ing capital, which like food, fuel and material, is commonly used but 
once, and is destroyed in using. To invest capital is to exchange 
circulating into fixed capital, and as a country is more civilized, the 
proportion of fixed capital increases. There is in fact no strict line, 
for many things are destroyed by or wear out after a few usings, as a 
file, and are between the two. So, also, it is not possible to draw a 
strict line between wealth used as capital or not used as capital: 
a man's breakfast may or may not be turned into a day's work. 

The rate of interest, usually stated as so much per cent (that is, so 
many dollars for the use of a hundred) per year, depends upon the 
need or demand for the things that capital will buy. This again is the 
law of supply and demand. Interest is high in new countries, chiefly 
because labor can be used to great advantage if food and tools and 
materials, some or all, can be had ; for the use of these, therefore, a 
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high charge can be paid. On the other hand, in new countries, no- . 
body has had time to save ; capital is scarce, and must be brought 
from afar. A high rate of interest attracts capital, and as more capital 
flows in interest is lowered. A high rate of interest carries there- 
fore its own cure : and the folly of usury laws, which say that no one 
shall claim more than a certain rate, is best shown by the fact that 
they prevent that very flow of capital which makes interest lower. 

But the chief reason why what is usually called interest is higher 
in one place than another, and especially in new countries, is that 
" capital is timid," and, to induce it to take risks, a large item of 
insurance must be added to true interest. Were it not for this, the 
rate of interest the world over would be much nearer an aver- 
age rate than wages can be, because circulating capital is more 
easily transported than labor. But the " unwillingness of capital to 
emigrate," to risk itself in strange countries, is so great that some 
economists estimate it at two per cent, which means that two per 
cent must be added to the rate of interest at home before capitalists 
will lend money in foreign countries. 

As it is, the increasing wealth of the world at disposal as capital, 
with the increase of productive power and savings, and the greater 
security of property in nearly all countries, are working together to 
lower the rate of so-called interest the world over, and to bring it 
nearer to proper and normal interest by eliminating the element of 
insurance. In old days 1 2 per cent was a common rate of interest 
at the West : this has fallen to 6 or less, and both United States and 
British government bonds (consols) are now issued at 3 per cent. 
As the world progresses, wages, the relative share of labor, are rising, 
and interest, the relative share of capital, is falling : and it is not 
progress, but mistaken legislation, that acts against the poor. 

Capital being thus in its origin labor stored, and in its use only a 
means of maintaining or facilitating labor, many economists count 
but two factors in production, land and labor ; others are beginning 
to recognize not only land, labor and capital, but a fourth factor, the 
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Direction of labor, or Brains. The share of the Director, who uses 
his brains, comes last in distribution, and is properly called Profit. 

This fourth sharer in distribution was discussed by Adam Smith, 
in the Scotch phrase, as the undertaker; and modern Economics has 
borrowed the French word entrepreneur or enterprise-man, a word used 
by the economist who has written most usefully on this branch of 
the subject, Prof. F. A. Walker. The word Director more clearly 
expresses his function ; he directs how labor shall be applied, what 
shall be produced, and if his judgment is wrong instead of right, the 
consequent misdirected production (misleadingly called over-pro- 
duction, ill-distribution of production, underconsumption, — being 
really over-production of the wrong thing and under-production of 
the right thing) brings about the disasters of modern industry. He 
is thus the important person of the industrial organization — the 
leader, the master, the captain of industry, the organizing force. For 
while capital is timid, the Director is the Progressist It is through 
him that leadership, mastery, tells in the economic world. 

It has usually been considered that this Director or entrepreneur 
is only a higher class of wage-earner, and that Profit is part of 
the return of capital This confusion is one result of the common 
association in one person of two or more of the several elements in pro- 
duction. The shoemaker who buys leather and owns his own kit of 
tools and hires men is to that extent a capitalist and Director. But in 
the highest industrial organization, there emerges this fourth person as 
a distinct class, renting from the landowner, borrowing from the capi- 
talist, employing laborers, and himself taking the risk and reaping profit, 
if such there be. The Director may enter the service of the capitalist 
and commute this profit by accepting stated remuneration, and a cor- 
poration, an association owning land and supplying capital, will often 
assume risk and under the name of Dividends account at once for 
Rent, Interest and Profit. But this payment for direction, the 
remuneration of Brains, is almost always to be found, and usually 
in connection with some one person. In the modern organiza- 
tion of industry, the quickness of competition, requiring alert 
personal responsibility, commonly compels such concentration of 
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power as the one engineer has over the steam-engine ; and the con- 
servatism and variant opinion of a " Board " is so ill-fitted to com- 
pete that the larger the organization and the more successful its 
competition is to be, the more probable is the emergence of the one 
person, in that case often known as the Managing Director. 

Profit is, more than any other, the variable element in distribution, 
and it involves the possibility of loss. The payments of Rent and 
Interest are usually pre-stated by contract. Wages are determined 
by the condition of the labor-market ; Profit remains after these 
three payments have been deducted from Product If Product is in- 
sufficient to cover these three payments, the Director remains respon- 
sible for the loss, unless by bankruptcy he shifts it upon one of the 
other agents in production. Whether Product exceed or fall below 
the sum of these three elements of cost, that is, whether it yields 
Profit or loss, depends upon whether this factor of Brains directs the 
labor it employs in such wise as to make product under or over the 
price obtained. Thus, like Rent, Profit is only the equivalent of labor 
saved ; like Rent, it does not enter into price, being, in fact, the dif- 
ference between cost and price, and the final analogy is that 
Brains, like land, is a gift of nature, of limited quantity (for this 
high purpose) and of varying quality. Brains not able to 
earn more than the ordinary wages of the laborer, correspond 
to the no-rent land, and are pushed out of the directing into the 
directed class, as no-rent lands are thrown out of cultivation by 
the opening up of more productive soil. It may finally be suggested 
that the tax on incomes has thus the same basis logically as a tax on 
rent or the productivity of land. These positions are, however, new 
in economics, and have not the support, as yet, of the orthodox 
economists. 

The tendency of profit is to become reduced to a minimum for the 
evident reason that other directors of industry presently take 
advantage of the improved methods, or labor-saving otherwise, in- 
troduced by any one, so that price falls to the lowered scale of cost 
(unless through combinations this saving is denied to the public, as 
is the case in the improved methods of making Bessemer steel) 
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and the profit is more and more eliminated. This is so -apt to be 
the case that it has been found necessary to encourage inventors by 
patent laws which give them the exclusive right to reap the benefit of 
their brain-service for a certain time. This kind of profit then be- 
comes a definite element of price, until the patent expires or until 
an equivalent invention again brings competition into play. In every 
form of industry this tendency of price to fail to the lowered scale is 
per<fcptible, and it is very strikingly illustrated by the driving out of 
middlemen and small dealers in favor of large houses whose superior 
facilities and business methods enable them to transact business on a 
margin insufficient to small dealers. Despite the temporary hardships 
to the middlemen, the general result is gain. 

Co-operation, in the usual sense of co-operative production, is prop- 
erly speaking, an association of Labor to secure Profits as well as 
Wages. Such a combination is quite within economic possibilities, 
but it is not within economic possibilities that the different qualities 
of labor and brains entering into the combination shall be paid at 
the same rate. The modern industrial organization demands a di- 
rectorship, usually by one authoritative person, of an ability which 
commands a considerable return of profits or an equivalent commu- 
tation of them into salary. Most associations of labor have been un- 
willing to accept this necessity of leadership or to pay for it, and 
they have consequently been unable to stem the keen competition 
which only brains can meet. That co-operation is less a combina- 
tion of Capital and Labor, as is generally considered, is shown by 
the fact that a co-operative association often begins by borrowing 
capital at the normal rate of interest. 
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VIII.— THE USING OF WEALTH. 

Consumption, the final aim of production and exchange, is in one 
sense the most practical department of economics, though the least 
studied. For consumption, more than anything else, is within human 
control and direction by the varying aim and relative strength of 
motives of desire. The savage, for instance, desires great quantities 
of food, and a big fire to keep him warm : a few things, in large 
quantities, satisfy him. As civilization advances, desires increase in 
variety, and begin to [look rather to quality than to quantity. The 
civilized man eats less of any one thing, but his appetite is developed 
to desire variety of food ; and instead of great quantities of fuel to 
warm him, he dresses more warmly, builds a better house, and so 
needs less instead of more fuel. This " law of variety " of desires 
gives the key to economics. All wealth is produced only that it may 
be consumed ; human desires multiply beyond the means of satisfy- 
ing them. There cannot be too much in the total, though there may 
be more than is wanted of any one thing. 

The direction of consumption is then the great question of eco- 
nomics, for supply is controlled by demand rather than demand by sup- 
ply. Legislation which attempts to check or direct consumption, 
usually called sumptuary laws, has been many times tried, and com- 
monly proves futile. An intelligent sense of economic laws, result- 
ing in the moulding of public opinion to a higher standard of life, is 
almost the only practicable means of regulating consumption. But 
this is entirely competent to that end. There is no factor in the 
world so strong ; for it holds with the savage as with the civilized 
man, and with the pagan as with the Christian. Wise legislation 
may help, but laws against public opinion prove only a dead letter 
or a hindrance. 

Legislation in the form of taxation nevertheless has a strong in- 
direct effect in directing consumption from or into certain channels, 
and the objects and methods of taxation must always be brought to 
this economic test The thing which is taxed, or the form of indus- 
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try which is taxed is put at a disadvantage beside that which is not 
taxed, with the result of increasing price and so decreasing demand. 
The statesman whose sole purpose is to raise revenue cannot overlook 
the fact that the method and subject of taxation greatly influences 
the everyday life of his people, especially since the cost of govern- 
ment is sometimes ten per cent of all expenses. A tax on liquor 
has been a favorite tax because it increases the cost of drinking ; on 
the other hand, it has a tendency to promote the adulteration of 
liquors and so to poison those who will drink any way. There is a 
popular cry to tax luxuries, but it is always difficult to draw the line 
between necessaries and luxuries; thus people are divided as to 
whether tea and coffee ought to be taxed .or not taxed. 

Adam Smith laid down four maxims as to taxation : that each citizen 
should pay in proportion to his ability; that a tax should be definite in 
amount and not arbitrary ; that it should be collected when and as 
it can easiest be paid; that it should take as little as possible from the 
people and put as much of that as possible into the treasury. In- 
direct taxes are those which are paid not by the person who is finally 
to pay them, but by some one who can get taxes back by adding to 
price. Tariff duties and excise taxes are of this kind : they are 
taxes on consumption; they are uncertain, uneconomical to 
collect, and bear disproportionately upon the poor. The reason 
they are still popular is that they are convenient. A tax 
on sales also adds to prices, being a tax on production, adding its 
amount at each exchange. Direct taxes are those paid " out of one's 
own pocket," as the saying is : they are often objected to because 
they are " felt," though they are more equitable, definite and eco- 
nomical. Among them are taxation on wealth, which to some extent 
discourages saving ; on income, which with an exemption approximat- 
ing average wages, is a tax on that gift of nature called brains or 
faculty ; on rent or land, which, when no-rent land (which does not 
mean unused land) is exempted, is a tax on the other gift of nature. 
Neither of these latter taxes labor or adds to price, except so far as the 
" diffusion of taxes " distributes them. This question of " the inci- 
dence of taxation " still perplexes economists, who differ widely on 
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all phases of the question, but most of them favor direct taxes.* 
There are other methods of raising money for the support of govern- 
ment, as license, poll and stamp taxes, succession taxes, the rent of 
government lands, etc, but the principles of economics are chiefly 
concerned with the great divisions outlined. 

Economists discern a natural order or scale along which men seek 
to gratify desires. Their first requisite, after air, is food, next cloth- 
ing, next housing, next the food of the mind, as books ; next orna- 
ment, later amusement, and so on. With civilization, all these 
differentiate into a great variety of wants, but the higher wants 
more and more make demands. Consumption is in general to be 
distinguished as productive .or non-productive consumption, the one 
being the use of wealth as capital to produce more wealth, the other 
its use in the mere gratification of desire. Between them, however, 
there is no clear line of demarcation, but rather a border land of 
doubtful ground. Consumption also divides itself along another line, 
as destructive consumption, in which the article concerned is destroyed 
by use, as food or fuel, and what we may call conserving consump- 
tion, in which the article ministers to desire again and again, as a 
house which does not wear out for a long time ; or without any loss 
by use, as a book or a picture. 

There are two* opposite fallacies of consumption, equally untrue, 
held by two classes of people. The one is cousumption for the sake 
of consumption, the other abstinence from consumption or non-con- 
sumption. Many hold that an enormous expenditure of wealth, as 
in a ball, is highly commendable, because it " makes trade." They 
forget that waste is not wealth-making ; war, fire, the sinking of a 
ship, also "make trade," because by destroying existing capital they 
increase demand. The wealth thus wasted would, more wisely used, 
give work to many more people in creating more wealth. On the 
other hand, hoarding is not wealth-making ; wealth hoarded is with- 
drawn from capital without doing any one good. The truth lies be- 
tween : that man, or that nation, is best off which consumes most in 
the higher part of the scale ; keeps its consumption below its produc- 

* S«e Economic Tract No. IX : u Taxation," by Prof. Jas. H. C^nfield. 
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tion, so that it accumulates wealth ; keeps productive consumption 
high in proportion to non-productive consumption; and, finally, just 
as circulating capital becomes fixed capital, " invests " its consump- 
tion conservingly rather than destructively. 

All producers are consumers, but certain classes of consumers are 
often referred to non-productive consumption — as domestic servants 
and professional men. But most human labor, unless misdirected, is 
actually productive, as a domestic servant saves the force of a person 
of greater productivity, a doctor keeps him in working order, a law- 
yer helps to make it possible to transact business with surety, a cler- 
gyman preaches morality and thus renders it easier to exchange 
justly and profitably. There nevertheless remains a certain pro- 
portion of service and of corresponding payment in most of these, 
which must truly be referred to non-productive consumption. 

The final question of consumption is whether population, which 
can increase geometrically, will not in the increased demand for food, 
outrun the supply, since food is subject to the law of diminishing 
returns. Malthus points out that the lowest order of population are 
least self-restrained and breed most freely. This problem of popu- 
lation, food and land, like that of the exhaustion of the coal beds, 
is one of the far future ; and, as other natural products like oil or 
forces like electricity and direct solar energy are beginning to help 
out coal, so many other elements temper this fear for the future. 
One of the most remarkable adaptations of nature was the in- 
crease of male births in France after the Napoleonic wars. 
The valleys are always being replenished by the disintegration of the 
hills as well as by the gifts of the rain and the air ; but as to when 
the earth becomes one level and the sun grows cold, who shall say, 
or who can profitably think ? 

With consumption, then, we have reached the conclusion of Eco- 
nomics. Throughout we have found one great motive of human ac- 
tivity, the desire to get most with least labor, making the most of the 
gifts of nature by the process of exchapge, to satisfy the ever increas- 
ing variety of human wants — applying labor to land to produce wealth, 
saving that wealth as capital to make labor easier, utilizing brains to 
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the same end, and paying each its share according to the inevitable 
law of supply and demand Throughout we have seen these laws of 
nature answering to higher laws of the human mind, which modify 
condition and desire, and determine by public opinion the direction 
of human endeavor. This public opinion is but the aggregate or 
individual intelligences, and is in its turn directed by education and 
by the mastery of leadership. And thus the promotion of economic 
progress resolves itself into the work of political education. 
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